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ABSA GROUP ANNUAL REPORT 2004/GROUP PROFILE, VISION, MISSION, PURPOSE AND VALUES

(W

Group profile

Absa Group Limited is one of South Africa’s largest financial services organisations,
serving personal, commercial and corporate customers in South Africa. The Group also
provides products and services to selected markets in the United Kingdom and the
Channel lIslands, Germany, the United States, China (Hong Kong and Shanghai),
Singapore and Mozambique, Namibia, Tanzania and Zimbabwe in Africa,

Absa applies a customer-centric business model with targeted business units serving
specific market segments. The Group interacts with its customers through a combination
of physical and electronic channels, offering the full spectrum of banking services, from
basic products and services for the low-income personal market to customised solutions
for the commercial and corporate market.

Vision, mission, purpose and values

VISION

To be a customer-focused financial services group in targeted market segments.
PURPOSE

To be partners in growing South Africa's prosperity . . .

MISSION

- .. by being the leading financial services group serving all our stakeholders.
VALUES

© Value our people and treat them with fairness.

© Demonstrate integrity in all our actions.

o Strive to exceed the needs of our customers,

© Take responsibility for the quality of our work.

o Display leadership in all we do.
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SANLAM AND
ASSOCIATES
{21,33%)

FINANCIAL

(9,43%)

SECURITIES LIMITED

PUBLIC INVESTMENT
COMMISSIONER
(8,74%)

ALLAN GRAY LIMITED
ON BEHALF OF
CLIENTS (5,46%)

INVESTEC ASS
MANAGEMEN
{5,03%)

ABSA GRO

|

ABSA BANK LIMITED
(WHOLLY OWNED)

ABSA FINANCIAL SERVICES LIMIT

(WHOLLY OWNED)

|

» Retail Banking
Services

» Flexi Banking
Services
- UB Micro Loans
Limited

Asset-based
and product
business units

Qther

« Absa Home Loans

« Absa Vehicle and
Asset Finance

»Absa Card

«Delivery Channef
Services

+Real Estate Asset
Management
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International
operations

+ Absa Bank London

» Absa Bank
Singapore

«Absa Bank (Asia)
Limited {Hong Kong)

«Bankhaus Wélbern
& Co (Hamburg)

+ Absa Bank
representative
offices
- Shanghai
— New York
—~ Hamburg

Personal Commercial Wholesale Life Short-term Advisory
Banking Banking Banking Assurance Insurance Services
+ Absa Private Bank «Business Banking Domestic »Absa Life s Absa + Absa Brokers
P Fi ial Services operations Limited Insurance (Proprietary) Fiduciary
ersona inancial ) + Absa Corporate Company Limited Investmen|
Sesvices +Small Business Limited Services
and Merchant Bank i . Absa Absa Tt

Consultants
and Actuaries
(Proprietary)
Limited

«Absa Health
Care
Consultants
(Proprietary}
Limited

Limited

Services
(Proprieta
Limited

Limited




RMB ASSET
MANAGEMENT

(4,57%)

vITED

OLD MUTUAL
ASSET MANAGERS
4,17%)

(3,86%)

CORONATION ASSET
MANAGEMENT

(37,41%)

OTHER

OTHER ASSOCIATED COMPANIES AND
SUBSIDIARIES OTHER INTERESTS
. Financial ) Financial
Banking Services Other Banking Services Other
| [ ! | I [

=stic »Absa Manx » Absa Development Domestic +Sage Group Limited « Jigsaw Holdings
3 Bank Limited Holdings Limited Company Hotdings «FFS Finance South (21.3%) Limited
%) {100%} (Proprietary) Limited Africa (Proprietary) (25,1%)

- Absa Syndicate (100%) i ioust

:a Trading and Investment Limited (previousty + Property 24

Jtions Limited
viously

3 Investment Bank
dings Limited)

o Austral, Sarl
ambique)

ional Bank of
nmerce Limited
7zania)

%)

Holdings Limited
(United Kingdom)
- Absa Manx
Insurance
Company Limited
- Amalgamated
Finance Limited

+ Stonehage Financial
Services Holdings
Limited
(50%)

+ AliPay Consolidated
Investment Holdings
{Proprietary) Limited
(100%)

« Abvest Holdings
Limited
(60%)

Ford Credit

South Africa
(Proprietary) Limited)
(50%)

*Meeg Bank Limited
(49.8%)

+ Unitrans Finance
(Proprietary) Limited
(35%)

Africa

« Capricorn
Investment Holdings
Limited {Namibia)
(36,3%)

+ Commercial Bank of
Zimbabwe Limited
(Zimbabwe)
(25.9%)

(Proprietary) Limited
(50%)
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ABSA GROUP ANNUAL REPORT 2004/THE YEAR UNDER REVIEW/GROUP HIGHLIGHTS

Group highlights

Creating shareholder value

O Reurn on everage eguity (RoB) increased o 24,6%:
0 Headline carmings per share grewih ¢f 30.£4%.
O Dividends per shers growiln of 28,5%:

Transforming our society

O Paricipaied in the fermuleiien ef the Tranclel gharier.

O Prepesed {he Intreduction &f bresc-based black and empleyes
ewnership inte (he Grewg.

Building our people

O Absa's dedicsiad effert tv develop ane AUrture humen ecapital
WeS witth the Humen Capkel Conperaiiens eweaird fer
{ine best company @ werk for in 2002 and 2008,

Conserving our environment

o ef R0 million, ever & Enyeear pefed, t© the
Peaes Parks Founceifion.

|
|
|




ABSA GROUP ANNUAL REPORT 2004/THE YEA

-

R UNDER REVIEW /LETTER TO SHAREHOLDERS

Letter to shareholders

Dear Shareholder

The 2003/2004 financial year has been one of the most
successful in the history of Absa Group Limited.
Headline earnings for the year increased by 29,2% on a
post-AC 133 basis, withthe returnon equity (RoE) continuing
its upward trend to 24.6% (2003: 21,4%). The Group
recorded dividend growth of 25,5%, up from 145,0 cents to
182,0 cents per share.
During the year under review, the global economy gained
momentumandthe South African economy grew moderately.
The strong rand, a lower inflationary environment and a
significant reduction in interest rates dominated the South
African economy.
Transformation was a major theme, with the signing of the
financial sector charter. The Group is committed to the
achievement of the charter's targets, which will resuitin the
transformation of our employees, suppliers, customers,
shareholders and the community.
Other forces shaping the financial services environment for
the past year included increased foreign competition, a
sustained focus oOn corporate governance and the
introduction of new legisiation and regulations.
The Group's sterling performance for the year under review
was attributable to a number of factors, and especially strong
advances growth in the Group's core products — mortgage
advances, instalment finance and credit card advances.
successful interest rate management also played a pivotal
role in the success of the Group. The potential negative
impact of the decline in interest rates was effectively
mitigated through interest rate risk hedging strategies.

Centralising credit and employing leading edge scoring
practices enabled Absa to gain the best advantage from the
prevailing low interest rates, resulting in a notable
improvement in the quatity of the advances book.

There was a solid contribution from non-interest income,
resulting in double-digit growth from transaction-based
income. Excellent progress in insurance-related income
and the impact of fair value accounting on the equity
portfolio further boosted this category of income.

The successful implementation of cost-saving projects
during the year under review assisted substantially in
containing cost growth to 8.3% and played a part in
ensuring a solid boost in earnings for the Group.

in the year ahead, the South African economy is expected
to improve, with the monetary policy focus remaining firmty
fixed on maintaining inflation at between 3% and 6%.
Given this environment and barring any major negative
shocks to the local and global economies and local equity
markets, the Group expects 1o continue to deliver real
headline earnings growth.

On behalf of the board and the executive committee, we
would like to thank you for partnering with Absa, as
shareholders, assisting us in living our mission of being a
leading financial services group serving all our
stakeholders.

D C Cronjé E R Bosman

Chairman Group chief executive

5/ GOABSA



ABSA GROUP ANNUAL REPORT 2004/THE YEAR UNDER REVIEW/ACHIEVEMENT OF THE
GROUP’'S STRATEGIC OBJECTIVES

Achievement of the

Group’s strategic objectives

STRATEGIC POSITIONING
Absa aims to be a leading South African financial services organisation in targeted market segments.

Objectives Description 2004 performance The way forward
Customer The cornerstone of the o Implemented a customer ® The adoption of a customer
centricity Group's strategy is to be a delight index to measure value management

customer-focused crganisation.
The emphasis is on well
defined target markets,

each with a specific value
proposition, and on
understanding customer
needs proactively.

customer service levels and
action resulting issues.

© Introduced value-added
services.

o Used advanced data mining
and customer information
analytics to proactively identify
customer needs.

approach, which entails a
shift from maximising the
products that a customer
holds with the Group to one
that proactively meets
customer needs, thereby
ensuring a sustainable
profit mix.

Diversification
of earnings
streams

The Group aims to reduce its
refiance on traditional income
sources by diversifying its
products and services, its
customer base and its
geographic presence.

o Continued success of the
Group’s bancassurance model.

o Entered into a co-operation
agreement with Sanlam.

(o]

[e]

o

Extend the Group's African
footprint.

Increased focus on
merchant banking incame.

Entering into alliances.

Cost-efficiency

Core objectives are to build a
cost-conscious culture and
environment as well as to
streamline processes and
efficiently deptoy infrastructure
and resources tc optimise cost-
efficiency.

o Cost saving projects have to a
large degree been successfully
completed.

o Project implemented {o ensure
a focus on achieving a culture
of continuous efficiency
improvement.

o

o

Embedding a cost-
conscious culture in the
Group.

Re-engineering Group-wide
business processes to
obtain enterprise
efficiencies.

Capital and risk
management

Manage the Group’s capital by
creating a balance between
maximising shareholder returns
and providing a solid base that
meets regulatory requirements
as well as the Group's growth
objectives. The Group also
focuses on ensuring that it has
an integrated and effective risk
management framework,
including ensuring compliance
with the proposed Basel Il
requirements.

Lo}

The Basel | development
programme has been under
way for two years. Progress is
on track for the planned
January 2007 imptementation
date.

Projects in progress to
address requirements for
credit, market and
operational risk acrass the
three pillars of

Basel ll.

Black
economic
empowerment

Play a meaningful role in South
African transformation and the
black empowerment process to
ensure sustainable future

market growth and profitability.

o Proposed introduction (subject
to sharehoiders’ approval) of
broad-based black ownership
(10% shareholding).

©

Q

To ensure that the Group's
shareholders, employees
and customers, over time,
reflact the demographics of
South African society.
Specific focus is placed on
being an active participant
in the black market.

Intellectual
capital
development

GOABSA /6

Invest in core capabilities that
will leverage the Group's
people, its infrastructure and its
knowledge of its customers to
create a capability for strategic
differentiation.

Q

Focus on the operationalisation

of the Group's core capabilities.

Q

Creation of a conducive cuiture
and climate for implementation.
o Core capabilities further
embedded in organisation
routines, practices and culture.

o o

[e]

Deepen application levels.
Re-evaluate required
capabilities based on
learnings.

Evaluate growth of
capabilities against
baselines.




FINANCIAL OBJECTIVES

Target: 2005 financial year

Status: 2004 financial year

The way forward

Income statement

Sustainable earnings growth.

The Group achieved growth in
headline sarnings of 29,2%, from
R3 441 million in the 2003 financial
year to R4 447 million.

Real earnings growth of
above 10% over time.

Financial performance

To achieve a return on equity
{RoE) of 23%.

To achieve a return on assets
(RoA) of 1,5%.

The Group enhanced its RoE from
the 21,4% recorded for the 2003
financial year to 24 6% on a
post-AC 133 basis and 22,8%

on a pre-AC 133 basis.

Maintain an RoE of 5%
above the cost of capital.

The Group achieved an RoA of
1,55% on a post-AC 133 basis and
1,45% on a pre-AC 133 basis, up
from 1,35% for the previous
financial year.

Maintain an RoA greater
than 1,5%.

Operating performance

Maintain a credit impairment
ratio of below 1%.

Sustain non-interest income
to total income at 50%.

The Group’s credit impairment ratio
on a post-AC 133 basis was 0,80%
and on a pre-AC 133 basis 0,83%,
a decline from the 1,02% recorded
in the previous financial year.

The Group’s credit
impairment target ratio
remains unchanged.

Drive down the cost-to-income
ratio towards the mid-fifties.

The Group's contribution from
non-interest income increased
from 50,8%, achieved in the 2003
financial year, 10 52,56% on a
post-AC 133 basis and 52,6%

on a pre-AC 133 basis.

The Group's objective
remains unchanged,
namely to sustain
non-interest income
at greater than 50%.

The Group's cost-to-income ratio
declined to 57,1% on a post-AC
133 basis and 59.4% on a pre-AC
133 basis.

The Group's cost-to-
income objective remains
unchanged. Cost
efficiency is a specific
focus area in the Group.

Capital adequacy

Ensuring capital adequacy of
between 11% and 12%.

The Group achieved a capital
adequacy ratio of 13,0%, with Absa
Bark achieving a ratio of 12,3%.
The bank surpassed the proposed
regulatory requirements of 7,5%

by achieving a 7,7% Tier | capital
adequacy ratio.

The Group aims to create
a balance between
maximising shareholder
returns and providing a
solid base that meets
regulatory requirements
as well as the Group’s
growth objectives

7/ G ABSA




ABSA GROUP ANNUAL REPORT 2004/THE YEAR UNDER REVIEW/GRQUP SALIENT FEATURES

Group salient features

YEAR ENDED 31 MARCH

%

2004 2003 change 2002
Income statement (Rm)
Headline earnings 4 447 3441 29,2 1888
Attributable income 4 505 3391 329 1686
Balance sheet (Rm)
Total assets 306 848 269 064 14,0 247 300
Total advances 222 395 189 297 11,6 183 860
Total deposits 234 380 222 056 55 213 766
Financial performance (%)
Return on average equity 24,6 21,4 129
Return on average assets, excluding acceptances 1,55 1,35 0,86
Operating performance (%)
Net interest margin on average assets 3,40 3,45 3,82
Net interest margin on average interest-bearing assets 3,87 3,80 4,11
Charge for impairment of advances 0,90 1,02 2,38
Non-performing advances to total advances 3,8 51 5,2
Non-interest income as a % of operating income 52,5 50,8 47,9
Cost-to-income ratio 57,1 60,0 60,3
Share statistics (cents)
Headiine earnings per share 688,5 5281 30,4 2911
Diluted headline earnings per share 682,8 528,1 203 2911
Earnings per share 697,5 520,56 34,0 260,0
Diluted earnings per share 691,7 520,5 32,9 260,0
Dividends per share relating to income for the year 182,0 1450 25,5 116.0
Dividend cover (times) 3.8 3,6 2,5
Net asset value per share 2 996 2 588 15,7 2 354
Capital adequacy (%) — capital to risk-weighted assets
Absa Bank 12,3 11,5 10,2
Absa Group 13,0 12,5 11,2
Employees
Permanent staff compiement 31658 32 356 35283

GVOABSA /8
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ABSA GROUP ANNUAL REPORT 2004/THE YEAR UNDER REVIEW/OPERATIONAL REVIEW

Operational review

Absa Group Limited increased headline earnings
for the 2004 financial year by 29,2% from
R3 441 million to R4 447 million. Return on equity
(RoE) increased to 24,6% from the 21,4% of the

previous year.

The results are a culmination of the efforts of the

Group’s various business entities. The reporting
of the Group’s operational performance is undertaken
on a segmental basis. The core events and drivers
impacting the respective segments during the year
under review are encapsulated in this section of

the report.

SEGMENT

HIGHLIGHTS FOR 2004

Personal banking ~ Domestic operations

o High net worth market

= Absa Private Bank

o Mass affiuent market

= Personal Financial Services

o

Middle market

= Retail Banking Services

© Mass market

= Flexi Banking Services

© Home loans

= Absa Home Loans

o Credit cards

= Absa Card

The Group maintained its strong position in
the South African personal market through
the retention and acquisition of customers.

Activities supporting this included:

© strong advances growth as a result of

favourable market conditions;

© an enhanced product range and the

introduction of value-added benefits;
o increased product usage (cross-selling);
o growth in the black customer base;

© high volumes obtained from electronic
banking, partly as a result of the automated
teller machine (ATM) network growing
substantially from 3 311 at March 2003 to
4 502 at March 2004;

o

the centralisation of credit decision-making,
which enhanced the quality of the bock and

improved turnaround times; and

o back-office centralisation contributing to cost

reductions.

GOABSA /10




SEGMENT

HIGHLIGHTS FOR 2004

African operations

o National Bank of Commerce Limited (NBC)
(Tanzania) (55% holding)

© Banco Austral, Sarl (Mozambique) (80% holding)

o Capricorn Investment Holdings Limited
(a subsidiary of which is Bank Windhoek)
{Namibia) (36,3% holding)

© Commercial Bank of Zimbabwe Limited
(CBZ) (Zimbabwe) (25,9% holding)

The Group further strengthened its African
operations by investing in infrastructure.
The performance of the respective operations

was as foilows:

o A strong performance by National Bank of

Commerce and gain of market share;

© The orgarisationat redesign of Banco Austral,
which resulted in an improved market profile for
the bank;

o Sustained earnings growth from Bank
Windhoek; and

o Commercial Bank of Zimbabwe continuing to
perform well, taking into account the political

instability in the country.

Commercial banking

© Business banking
= Business Banking Services and
Smzll Business
© Medical industry funding
= MLS Bank

o Vehicle and asset finance

= Absa Vehicle and Asset Finance

A solid performance was recorded by the
Group's commercial banking operations as

a result of:

o continued leadership in agribusiness, public

sector finance and franchising;

o the Group’s improved market positioning in the

business market;

o the implementation of strategies and structures
for black business, women-owned business and

the consumables industry sector;
o the strong growth in electronic banking income;

© a substantial improvement in the quality of

advances; and

o' the continued focus on value-added solutions.

11/ GSABSA




ABSA GROUP ANNUAL REPORT 2004/THE YEAR UNDER REVIEW/OPERATIONAL REVIEW continued

SEGMENT

HIGHLIGHTS FOR 2004

Commercial banking {continued)

MLS Bank has been in a restructuring and
rebuilding phase over the past year. The
bank has become a division of Absa Bank
and its assets and liabilities were transferred

to Absa Bank with effect from 1 April 2004,

The rebranding of Absa Vehicle and Asset
Finance (previously Bankfin) was well
accepted in the market place, further
cementing its position as a force in the
South African asset and vehicle financing
industry. This aided the division in achieving

a strong performance, as did:

o buoyant new car sales;

e}

the increased product diversification
(commercial transport, capital equipment,

office automation and aviation);

o the implementation of a R3 billion

securitisation transaction;

o increased leveraging off the Group’s

customer base and infrastructure;

o

additional business growth through an
alliance strategy with manufacturers and

suppliers; and

o the ongoing re-engineering of business

processes to enhance cost efficiencies.

GO ABSA /12




SEGMENT

HIGHLIGHTS FOR 2004

Wholesale banking — Domestic operations

o Corporate and merchant banking

= Absa Corporate and Merchant Bank

© Asset management

= Abvest Holdings Limited

The Group’s domestic wholesale banking
operations performed satisfactory in a
challenging operating environment characterised
by the continued strength of the rand, lower
inflation and lower interest rates. Salient features

were:

© Modest advances growth owing to a decline in
credit demand as a result of the stronger rand's

effect on economic growth;

o A solid trading performance by the treasury

division;

o Improved cost containment through enhanced

processes and efficiencies;

o Mixed results from investment banking, with some

write-offs; and

o A lack of growth from merchant banking activities.

Wholesale banking - International

operations

o Absa Bank London

o Absa Bank Singapore

o Absa Bank (Asia) Limited (Hong Kong)

o Bankhaus Wélbern & Co (Hamburg)

The performance of the international operations
was overshadowed by credit impairments at the

Singapore office.
© Absa Bank London — Profitability restored;

© Absa Bank Singapore — Performance affected by
significant provisions for structured trade finance

and syndicated loan transactions;

o Absa Bank (Asia) — Sclid performance despite
epidemics (SARS and the Asian bird flu)

impacting on the region; and

o Bankhaus Wolbern — Strong growth in

commissions earned from property funds.

13/ GV ABSA




ABSA GROUP ANNUAL REPORT 2004/THE YEAR UNDER REVIEW/OQOPERATIONAL REVIEW continued

SEGMENT HIGHLIGHTS FOR 2004

Financial services Absa Financial Services, which houses

the Group’s bancassurance arm, delivered

o Life assurance . .
a splendid operational performance.

= Absa Life This resulted from:
© Short-term insurance o a solid operational performance from Absa
= Absa Insurance Company Limited Life. Part of the improved embedded value
= Absa Syndicate Investments emanated from the recovery of investment
Holdings Limited (Absil) markets;
© Advisory services o significantly improved domestic underwriting
= Absa Brokers (Proprietary) Limited results;
= Absa Consultants and Actuaries © an improved performance from Absa Brokers,
(Proprietary) Limited despite difficult trading conditions in the life
= Absa Health Care Consultants assurance industry;

Propriet, Limited
(Proprietary) Limite © a good performance by Absa Fund

o Wealth creation Managers, largely as a result of the good

= Absa Trust Limited performance of the Absa Money Market

. Fund; and
= Absa Fund Managers Limited
= Absa Mortgage Fund Managers (Proprietary) o solid performances from all other areas, with
Limited the exception of Absil, for the year under

= Absa Investment Management Services review. The finalisation of the Lloyd's 2001

year of account will produce negative results
for Absil.

(Proprietary) Limited
= Stonehage Financial Services

Holdings Limited

= Absa Stockbrokers (Proprietary) Limited

GYOABSA /14




ABSA GROUP ANNUAL REPORT 2004/THE YEAR UNDER REVIEW/BUSINESS UNIT CONTRIBUTION

Business unit contribution

FOR THE YEAR ENDED 31 MARCH

2004 2003 % 2002
Rm Rm change Rm
Personal banking 1497 941 59,1 (215)
Segment-focused business units
o Absa Private Bank 1 — 5
< Personal Financial Services 129 129 — 118
© Retail Banking Services 263 231 139 125
o Flexi Banking Services 125 96 30,2 43
o UniFer — — — (984)
Product-focused business units
© Absa Card 355 279 272 281
© Absa Home Loans 764 447 709 443
Other
o Repossessed Properties {142) (241) 41,1 (246)
© Meeg Bank 2 — —
Commercial banking 1266 932 358 893
Segment-focused business units [
© Business Banking 821 589 39,4 601
© MLS Bank 42 54 (22,2} 53
Product-focused business units
© Absa Vehicle and Asset Finance (AVAF) 403 289 39,4 239
Wholesale banking 684 807 (15,2) 691
© Domestic operations 750 897 76 612
© International operations (66) 110 (160,0) 79
African operations 75 91 (17.8) 59
Absa Financial Services 890 604 47,4 502
Other 35 66 (47,0) (42)
Total headline earnings 4 447 3441 28,2 1888
2004 2003 2002

0,8% 2,0%
i '

20,0% g N 33,7% 26,8%
A £ - ks / /

1,6%

e
15,4%

< 5
27,0% 31,1%

23,5%
28,5% ’

W Personal banking O Commercial banking M Wholesale banking [ African operations 0 Absa Financial Services O Other

“The 2003 figures have been restated owing to a refinement in the cost allocation methodology.
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ABSA GROUP ANNUAL REPORT 2004/BOARD AND GOVERNANCE-RELATED ISSUES/

CORPORATE GOVERNANCE STATEMENT

Corporate governance statement

INTRODUCTION

Absa Group Limited (Absa or the Group) is fully
committed to the principtes of the Code of Corporate
Practices and Conduct set out in the King Committee
Report on corporate governance {King ll}. In supporting
the code, the directors recognise the need to conduct
the enterprise with integrity and in accordance with

generally accepted corporate practices.

COMPLIANCE WITH KING Il

The directors are of the opinion that Absa complies
with, and has applied, the requirements of King Il with
regard to the year under review.

APPLICATION OF THE CODE AND
APPROACH TO CORPORATE GOVERNANCE

Al entities in the Absa Group are required ta subscribe
to the spirit and principles of the code. In addition, the
code is applied to all operating entities of the nature
and size identified in King il

Whereas the Absa board reviews overall Group
compliance with the code and is the focal point of the
Group’s corporate governance system, the directors
of specific companies in the Group are responsible for
ensuring compliance.

The Group facilitates a comprehensive process to
review compliance with the code by all relevant entities
each year. This includes:

o a full and effective review by the Absa beard of ali
aspects relating to ongeoing corporate governance
during the year, the inclusion of statements in this
regard in the annual report and consideration of the
requirements of Regulation 38(5) of the Banks Act
(in terms of which the board is required to report
annually to the Registrar of Banks on the extent to
which the process of corporate governance
implemented by the Group successfully achieves
the objectives determined by the board); and

o areview of current and emerging trends in corporate
governance and the Group's systems of governance
and benchmarking these systems against local and
international best practice.

In its governance approach, the board believes that,
whereas compliance with the form of governance is
important, greater emphasis is placed on ensuring
compliance with the substance of governance. The
board also seeks to ensure that good governance
prevails at all levels in the Group and is integral to
Absa’s cperations.

APPOINTMENTS TO THE BOARD

Non-executive directors on the Absa board are
appointed for specific terms and reappointment is not
automatic. The maximum term of office of directors is
three years. A third of the directors retire by rotation
annually. If eligible, their names are submitted for
re-election atthe annual general meeting, accompanied
by appropriate biographical details set out in the
annual report. Non-executive directors are obliged to
retire at the annual general meeting following their
70th birthday.

The board as a whole, within its powers, selects and
appoints directors, including the Group chief executive
and executive directors, on the recommendation of the
Group Remuneration Committee (in respect of
executive directors) and the Directors’ Affairs
Committee (in respect of non-executive directors).

A formal and transparent procedure applies to all
appointments, which are subject to confirmation
by the shareholders at the annual general meeting.
Prior to appointment, potential board appointees are
subject to a “fit and proper” test, as required by the
JSE Securities Exchange South Africa and as
prescribed by the Banks Act. Re-election to the board
is considered subject to performance and continued
eligibility.
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BOARD COMPOSITION AND DiVISION OF
RESPONSIBILITIES

Absa has unitary board structures in all South African

companies in the Group.

The Absa board is a balanced board with a majority of
independent directors*. The chairman of the Absa
board is an independent director Details of the
categorisation of the directors appear on page 28 of
the annual report. There are 17 directors, of whom
three are executive, two are non-executive and 12 are
consfdered to be independent directors, as defined by
King 1.

The directors bring a wealth of skills, knowledge and
experience from their own fields of business to the
board and ensure that debate on matters of strategy,
performance, resources, transformation, diversity,
employment equity, standards of conduct and policy is
robust, informed and constructive.

A comprehensive framework, setting out authorities
and responsibilities with regard to matters affecting the
business of the boards and committees in the Group,
assists in the control of the decision-making process
and ensures a balance of powsr and authority so that
no individual has unfettered powers of decision-
making.

BOARD COMMITTEES
Group Remuneration Committee

Members: D C Brink ({chairman), L Boyd,
B P Connellan, D C Cronjé and T van Wyk.
Composition and meeting procedures: The
Group Remuneration Committes is chaired by an
independent director and comprises mainlyindependent
directors of Absa. The Group chief executive attends
meetings by invitation, but does not participate in
discussions and decisions regarding his own
remuneration and benefits. Meetings are held
quarterly.

Role, purpose and principal functions:
Consideration and recommendation to the boards on
matters such as succession planning, general staff
palicy, remuneration and benefits, performance
directors’

remuneration and fees, service contracts, the share

bonuses, executive remuneration,
purchase and option schemes and Group retirement

funds.

The committee considers executive directors’
emoluments, share and option allocations and cther
benefits, taking account of responsibility, individual
performance and retention. To this end, the committee
relies on external market surveys and industry reward
levels as benchmarks. Remuneration packages are
structured in such a way that short- and long-term
incentives depend on the achievement of business
objectives and the delivery of shareholder value.

Non-executive directors receive fees for their
contribution to the boards and commitiees on which
they serve. The Group chairman and management
racommend proposed fees for consideration by the
committee and recommendation to the Absa board,
after considering comparable fee structures and
market practices.

The remuneration of non-executive directors is
submitted to shareholders for sanction at the annual
general meeting prior to implementation and its
payment.

Full details of remuneration matters (including a
statement of remuneration philosophy) are contained
in the directors’ remuneration report set out on pages
20 to 27 of the annual report.

The committee annually undertakes a performance
assessment of the Group chief executive. The Group
chairman and Group chief executive's remuneration is
considered, taking the respective assessments of the
Directors’ Affairs Committee and the Group
Remuneration Committee inta account.

*A non-executive director who is independent, as defined by King i1,
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CORPORATE GOVERNANCE STATEMENT continued

Certain of the cammittee’s functions, principally those
relating to board nominations and non-executive
director succession planning, were transferred to the
newly formed Directors’ Affairs Committee.

Group Audit and Compliance Committee

Members: A S du Plessis (chairman), O C Arnold,
P du P Kruger and T van Wyk.

Composition and meeting procedures: Other
than Mr van Wyk who is a non-executive director, the
chairman and members of the Group Audit and
Compliance Committee (GACC) are independent
directors on the board of Absa.

A third of the members of the GACC retire annually by
rotation and are considered for re-election by the Absa
board.

Meetings are held at least five times a year and are
attended by the external and internal auditors and
the compliance officer and, on invitation, members
of executive management, including those involved
in risk management and control and finance, and
the Group chairman (who is not a member of the
committee). All members of the committee are
financially literate.

At every meeting, time is reserved for separate in
camera discussions with committee members only, the
committee together with management (excluding the
external auditors) and the committee together with the
external auditors (excluding management). In camera
discussions provide an opportunity for committee
members, management and the external auditors to
communicate privately and candidly.

The internal and external auditors, as well as the
compliance officer, have unrestricted access to the
GACC, which ensures that their independence is in no
way impaired.

Role, purpose and principal functions: The
GACC assists the board in relation to the reporting of

financial information, the selection and proper
application of accounting policies, menitoring of the
Group’s internal control systems and various
compliance-related matters.

Specific responsibilities include:

© reviewing and/or approving internal audit,

compliance, forensic services policies, plans, reports
and findings;

(o]

ensuring compliance with the applicable legislation
and regulations;

[+

making the necessary enquiries to ensure that
all risks to which the Group is exposed are
identified and managed in a well-defined control
environment;

o dealing with matters relating to financial and internal
control, accounting policies, reporting and
disclosure;

o

reviewing and recommending to the board, interim
and year-end financial statements and profit and
dividend announcements,

o

recommending to the board the appointment and
dismissal of the external auditors and fees payable
to the external auditors;

o

evaluating the perfarmance of the external
auditors;

(o]

approving and ensuring compliance with the Group's
policy on non-audit services;

Q

reviewing/approving external audit plans, findings,

reports and fees; and

o collabcrating with and reviewing issues for
consideration as identified by the Group Risk
Committee.

The board, through a comprehensive evaluation

(based on the recommendations of King (i, the Banks

Act, the Group audit policy and generally accepted

accounting and auditing practices), annually reviews

the performance of the GACC to evaluate how

effectively It has discharged its terms of reference.
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Group Risk Committee

Members: P du P Kruger {chairman), D C Arnold,
D C Cronjg¢, A S du Plessis, G Griffin and
P E | Swartz.

Compositien and meeting procedures: The
Group Risk Committee is chaired by an independent
director and consists of a further five independent
directors. Members of executive management attend
by invitation. The committee meets at least four times
a year.

Role, purpose and principal functions: To
review and recommend risk management policies,
procedures and profiles pertaining to the Group.

The committee’s principal responsibilities are:

(o]

reviewing and recommending to the board for
approval the enterprise-wide risk management
policy;

reviewing and recommending to the board for

o

approval the Group's risk appetite and tolerance;

o dealing with the risk-reward profiles (including
financial, operational, strategic and reputationat)
and, where necessary, recommending improvement

strategies;

o

reviewing and recommending improvements
regarding outstanding actions on risk management

plans at Group and business unit level;

o

evaluating risks identified in those strategic plans of
the Group that require Group board approval to
determine their impact on the Group’s risk-reward
profile;

Q

evaluating the risk profile and risk management
plans drafted for major projects, acquisitions, new
ventures and new products or services to determine
the impact on the Group’s risk-reward profile; and

(o]

collaborating with and reviewing issues for
consideration as identified by the GACC.

Directors’ Affairs Committee

Members: D C Cronjé (chairman), D C Brink,
L N Jonker, T M G Sexwale and T van Wyk

Composition and meeting procedures: The
committee is chaired by the Group chairman and
comprises a majority of independent directors. Three
meetings a year are scheduled.

Role, purpose and pringipal functions: This

committee was established during the latter half of

2003 pursuant to an amendment to the Banks Act, to

assist the board in regard to corporate governance,

board nominations and related matters.

More specifically this encompasses:

© reviewing all aspects relating to ongoing corporate
governance during the year, the inclusion of
statements in this regard in the annual report and
consideration of the requirements of Regulation 38
(5) of the Banks Act;

o

considering current and emerging trends in corporate
governance and the Group's systems of governance
and benchmarking these systems against local and
international best practice;

°

reviewing the size, diversity, demographics, skills
and experience of the board, addressing perceived
gaps in the board’s composition, evaluating potentia!
board appointees and evaluating the performance
of non-executive directars (including the Group
chairman); and

o]

conducting an effectiveness evaluation of the Absa
board to review its performance in meeting its key
responsiilities.

DETAILED CORPORATE GOVERNANCE
STATEMENT

The governance statement set out above is an abridged
version of Absa’s detailed governance statement. The
detailed governance statement is available fto

shareholders on request.
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DIRECTORS’' REMUNERATION REPORT

Directors’ remuneration report

INTRODUCTION

The Absa Group's 2004 directors’ remuneration report
covers the governance structure for the remuneration
of the Group’s directors, the Group's remuneration
policy as well as executive directors’ remuneration,
performance bonuses, option allocations and service
contracts. The report also provides an overview of
remuneration matters relating to non-executive
directors.

GOVERNANCE

Governance of directors' remuneration in the Absa
Group is performed by the Group Remuneration
Committee, a committee of the Absa board of directors.
Its members (D C Brink (chairman), L Bovyd,
B P Conneltan, D C Cronjé and T van Wyk} are afll
non-executive directors with the majority being
independent directors. The Group chief executive and
the executive director responsible for People
Management attend the meetings. Meetings are held
quarterly.

No executive director is present when his or her own
remuneration is discussed.

The Group Remuneration Committee’s responsibilities

include:

o Approving the Group's remuneration philosophy,
principles and policy;

o Approving the remuneration of the Group chief
executive, executive directors and their direct
reports. Remuneration includes all elements of
remuneration: incentive scheme payments, the
share/option scheme, guaranteed fixed remunera-
tion, variable remuneration and any other form of
benefits or perguisites;

o

Reviewing all payments made in terms of the
Group's various incentive schemes;

o

Recommending to the board the fee structure for
non-executive directors and the fees for members of
board committees for onward recommendation to
shareholders;

o The determination of the chairman’s remuneration
at a meeting from which he recuses himself;

o Succession planning for executive directors and top
management, including the Group chief executive,
executive directors and other strategic positions/
roles; and

o Evaluating the performance of the Group chief
executive and reviewing the evaluation of the
performance of executive directors.

The Directors' Affairs Committee annually assesses
the contribution of each non-executive director via an
individual director evaluation process. This process is
conducted by the Group chairman and deputy chalrman
on the one hand, and the respective director on the
other. The Directors’ Affairs Committee and thereafter
the Absa board consider the outcomes of this process.
The Directors’ Affairs Committee appraises the
chairman's performance at a meeting from which he
recuses himseff. The Group Remuneration Committee,
in determining the remuneration of non-executive
directors and the chairman, takes these evaluations
into account.

Group People Management also provides advice to
the Group Remuneration Committee. The Group
People Management division is a Group specialist
function and assists the committee by providing
supporting information and documentation relating to
matters that are presented to the Group Remuneration
Committee. This inciudes comparative data and
motivations for proposed salaries, bonuses and option
allocations.

EXECUTIVE DIRECTORS' REMUNERATION

Absa’s remuneration philosophy

The purpose of remuneration is to attract, retain and
motivate employees. Absa has an overarching
remuneration philosophy to support this purpose,
which, in turn, supports the Group's strategy. Absa’s
remuneration structure has three components:
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o Fixed remuneration = annual salary and benefits.

© Variable remuneration = a short- to medium-term
performance related incentive scheme.

o Share option grants = a long-term performance
related incentive scheme.

Fixed remuneration is reviewed annually to ensure
that employees who contribute to the success of the
Group and who have the potential to sustain
performance are remunerated competitively.

The Group uses variable remuneration schemes to
focus employee behaviour on important business
objectives and to sustain performance. To achieve this
goal, the existing variable remuneration schemes are
reviewed annually and adjustments are made to
improve their efficiency. The Group has progressed
well towards its aim of growing the variable component
of remuneration and slowing down the growth of fixed
remuneration.

Remuneration policy for executive directors

Absa aims to employ individuals of the highest calibre,
who embrace the Group’s values. In ensuring that
Absa’s executive directors create value for all the
Group's stakeholders, the Group provides a positive,
supportive, healthy and diversity-friendly working
environment, thereby ensuring that all employees are
able to achieve their full potential with the assurance
of being recognised and rewarded for excellent
performance.

Executive directors are rewarded as individuals for the
value they add through the payment of fixed
remuneration, performance bonuses and option
allocations.

The key principles of Absa's overall remuneration

policy for executive directors are as follows:

o Reward programmes are designed and administered
to align directors' interests with those of the Group's
stakeholders.

o Reward programmes are clear and transparent, to
reward the achievement of the Group's desired
strategic positioning.

[e]

Rewards, including their short- and long-term
incentive components, are linked to the performance
of the business and the individual business units.

Qo

Reward levels are targeted to be commercially
competitive. Reward levels are based on the scope
of responsibility and individual contribution made.

(o}

Appropriate benchmark, industry and comparable
organisations’ remuneration practices are reviewed
regularly.
o The Group Remuneration Committee determines
the overall remuneration packages for executive
directors.

In determining the appropriate remuneration for
executive directors, Absa makes use of the services
of an independent remuneration consultant. This
consultant advises the Group Remuneration
Committee on the remuneration of executive directors
and top management, after using surveys of the
banking industry as well as the broader industry to
make remuneration comparisons. The Group bears all
the expenses relating to the appointment of external
consuitants.

Executive directors’ guaranteed fixed
remuneration

Absa applies discretion in all remuneration reviews. As
a result, there has never been a minimum across-the-
board increase for employees. The sustainable
contribution of each employee, including executive
directors, is used as the basis for remuneration
reviews.

A total cost to company approach is followed for all
executive levels of management. (See table 1))
Benefits include retirement schemes; death and
disability cover; medical cover and other benefits, as
dictated by competitive local market practices.
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Tabie 1: Executive directors’ guaranteed fixed remuneration

Date

appointed Retirement Total
to the Absa fund | guaranteed
Group Directors’ Travel contri- remu-
board fees Salaries | allowances* butions neration-
(R) (R) (R) (R) (R)

For the year ended 31 March 2004
E R Bosman** 1 Nov '97 87 000 3485 874 12717 277 706 3 863 297
F J du Toit 1 Apr '01 87 000 1569 939 4789 125 854 1787 582
G R Pardoe™* 8 Aug '02 87 000 3 132 888 10 180 203 335 3433403
Total 261 000 8188 701 27 686 606 895 9 084 282

For the year ended 31 March 2003
E R Bosman 1 Nov '97 60 000 2785270 26 810 225 194 3097 274
F J du Toit 1 Apr '01 60 000 1407 186 8 063 112 870 1588 119
G R Pardoe 8 Aug '02 31667 1988 455 5482 123 696 2149 300
Total 151 667 6 180 911 40 355 461 760 6 834 693

Executive directors’ perfarmance honuses
Performance bonuses are linked to business
performance, based on targeted performance goals.
Absa has an incentive scheme based on an economic
value added approach.

Performance bonuses are paid only when the Group's
financial performance exceeds the cost of equity. The
Group's cost of equity for the 2004 financial year was
16,6%. The annual performance bonus is approved by
the Group Remuneration Committee and converted to

total amount may not exceed the poot calculated using
the formula indicated above. Two thirds of any
performance bonus paid in excess of one bonus
multiple is banked and is paid during the next two
financial years, subject to sustained performance by
the Group.

The bonuses declared during the period under review
are detalled below. (See table 2.)

Table 2: Executive directors’ performance

a headline earnings target to facilitate ease of bonuses

communication and understanding. The headline For the year ended 31 March

earnings target is set on a sliding scale, in terms of
which a bonus multiple of up to two can be earned. Name 2004 (R) 2003 (R)
The final bonus is calculated as follows: E R Bosman 7 006 508 5693 459
Bonus muiltiple x factor x annual pensionable F J du Toit 2912 444 2 851 567
salary’ G R Pardoe 3553 626 4679 538

Performance bonuses are not guaranteed and vary
. e \ ) Total 13472578 13 224 564

according to an individual's performance rating. The

* Trave! allowances — Represents fuel and maintenance paid by Absa.

“*Included in this amount is offshore remuneration, converted at the appropriate exchange rate.

*** The factor is based on individual performance.
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Executive directors’ share option grants

The Group has a share option scheme that is designed
to link the interests of executive directors and
employees with those of shareholders and the long-
term desired strategic positioning of the Group.

All full-time employees are eligible to participate in the
scheme. One third of the options vests on the third
anniversary of the date of grant, a further third vests
on the fourth anniversary of the date of grant and the
last third on the fifth anniversary of the date of grant.

All grants of options in terms of the scheme have a
ten-year expiry period. There are specific provisions
governing retirement, death, retrenchment, ill health
and contractual termination.

The scheme is benchmarked to market practices and
trends to ensure that it remains attractive and
competitive,

Share option allocations to executive directors are
considered annually by the Group Remuneration
Committee. These allocations are aimed at retaining
the services of the Group's executive directors.

Share option allocations are discretionary and are
guided by benchmark multiples of annual remuneration
cost to the company. The current benchmark multiple
for the Group chief executive is eight times the annual
remuneration cost ta the company. For other executive
directors, the benchmark is six.

Except for the requirement that recipients must be in
the employ of the Group on grant dates, there are
no preconditions for the allocation of share options.
(See tables 3 and 4.)

Table 3: Executive directors' share option movements

Shares/| Gains on
options| options|Exercise
exer- | exercised prices| Exercise
Number of share options granted cised (R) (R) dates| Balance
Date
Opening Price of | Expiry
Name balance | Granted (R) grant date
For the year ended 31 March 2004
E R Bosman* | 806 611| 340 000| 35,01|5Jun'03(5Jun'13| 61611| 755967 23,56| 1Sep'03}{1 085000
F J du Toit* 318187 60000| 3501|5Jun'03|5 Jun'13 378 187
G R Pardoe® | 410000| 320 000| 35,01|5 Jun '03(5 Jun’13 730 000
For the year ended 31 March 2003
E R Bosman | 634 483| 225000| 33,67|7 Jun'02{7 Jun’'12| 52872|1 190 806 35,9729 Nov '02] 806811
F J du Toit 228187 90000| 33,67|7 Jun'02{7 Jun'12 318 187
G R Pardee 350000 60000| 33,67(7 Jun’'02(7 Jun'12 410 000

*Share options were aliocated o these executives in order to bring the value of the issued unvested shares/options in fine with identified market related

benchmarks.
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DIRECTORS' REMUNERATION REPORT continued

Table 4: Executive directors’ share options

F Share options granted
—
Balance as
at 31 March Number Date of Expiry
Name 2004 granted Price (R) grant date
E R Bosman 1 085 000
75 000 11,05 25 Nov '94 25 Nov '04
55 000 30,47 28 Aug '97 28 Aug '07
*100 000 17,85 28 Aug '98 28 Aug '08
100 000 27,68 12 Oct '99 12 Oct '09
40 000 26,53 12 Jun '00 12 Jun 10
150 000 37,43 19 Jun '01 19 Jun 11
225 000 33,67 7 Jun '02 7 Jun 12
340 000 35,01 5 Jun '03 5Jun 13
F J du Toit 378 187
*31 332 20,77 30 Aug '96 30 Aug '08
*20 342 30,47 28 Aug '97 28 Aug '07
*30 513 17,85 28 Aug '98 28 Aug '08
40 000 27,68 12 Oct '99 12 Oct '09
16 000 26,53 12 Jun '00 12 Jun’10
90 000 3743 19 Jun '01 19 Jun "1
90 000 33,67 7 Jun ‘02 7 Jun’12
60 000 35,01 5 Jun ‘03 5Jun 13
G R Pardoe 730 000
350 000 35,30 17 Sep '01 17 Sep "1
60 000 33,67 7 Jun 02 7 Jun 12
320 000 35,01 5 Jun '03 5Jun 13

The low-interest loans fringe benefit for executive
directors with regard to the share purchase scheme
over the past two years has been tabled below (see

table 5). It should be noted that the share purchase
scheme is no longer available to the Group's executive
directors since 2003 and only options are granted.

Table 5: Executive directors’ fringe benefits in respect of low interest loans

F‘inge benefit for the year ended

Capital value of lean on

31 March 31 March
2004 2003 2004 2003
(R (R) (R) (R)
E R Bosman 560 259 705 759 3698 275 5221534
F J du Toit 243 878 246 825 2007 731 2037 234
Total 804 137 952 584 5 706 006 7 258 768

*Purchase scheme
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Executive directors’ service contracts

The contracts of executive directors are subject to
notice periods of six months, except for one director,
Mr G R Pardoe. Mr G R Pardoe has & fixed-term
contract untii 31 August 2004, thereafter a three-
manth notice period applies. Executive directors retire
from their positions and from the board {as executive
directors} at the age of 60.

Executive directors’ severance arrangements

in the event of an executive director’s service contract
being terminated for operational reasons, the following
formula applies in respect of the calculation of the
severance package: a minimum of two months of the
totat annual remuneration package is payable for up to
two completed years of service, plus two weeks of the
annual remuneration package for each subsequent
completed year of service.

The maximum severance compensation payable is
timited to an amount eguat to six manths of the annual
remuneration package of the retrenchee.

in cases where the benefits calculated under the rules
of the Labour Relations Act are more beneficial than
the above formula, the provisions of the Act apply,
namely one week's pay for each completed year of

service. An executive director would need to have
been in Absa’s service for longer than 24 years for the
rules of the Labour Relations Act to be applicable.

NON-EXECUTIVE DIRECTORS’
REMUNERATION

Non-executive directors are remunerated for their
membership of the boards of Absa Group Limited,
Absa Bank Limited, board-appointed committees and
divisional and subsidiary boards. The remuneration
rates reflect the size and complexity of the Group.
Market practices and external remuneration surveys
are taken into account in determining non-executive
ditectors’ remuneration. The elements of non-executive
directors’ remuneration are:

o a base fee;

o afee as @ member of a hoard committee (including

special board committees), and

o fees for ad hoe investigative and consuttancy work.

Details of Absa's fee structure, as approved by
shareholders, are set out on page 140 of this report.

Non-executive directors are not eligible to participate
in any of the Group's incentive arrangements and
share option scheme.
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Table 6: Non-executive directors’ remuneration

Fees for the year ended 31 March
2004 2003
Committees
Absa Absa Bank and
Group and divisional
Limited | subsidiaries boards Total Total
Name Note {R) (R) (R) (R) (R)
D C Cronjé 1976 445 138 000 55 000 2 169 445 1754 026
(chairman)
D C Brink 130 500 103 500 253 089 487 089 419 492
{depuiy chairman)
D C Arnold 1 87 000 69 000 85 833 241833 —
N B Bam 2 35 000 27 500 — 62 500 110 000
L Boyd 87 000 69 000 107 596 263 596 177 025
8 P Connefian 87 000 59 000 107 098 263 098 203 087
A 8 du Plessis 87 Q00 69 000 273 200 428 200 258 333
G Griffin 87 000 69 000 56 667 212 667 161 083
L N Jonker 87 000 69 000 52 167 208 167 150 000
P du P Kruger 87 000 69 000 211 500 367 500 227 000
D F Mostert 3 — - — — 88 667
T M G Sexwale 87 000 69 000 8 000 164 000 110 000
F A Sonn 87 000 69 000 44 167 200 167 ! 150 000
P E | Swartz 87 000 89 000 88 750 244 750 145 000
T van Wyk 87 000 §9 000 146 333 302 333 216 083
Total 3 098 945 1 028 000 1489 400 5616 345 4169 776

1 - Appointed on 11 Aprif 2003
2 - Retired on 22 August 2003
3 - Resigned on 31 October 2002
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Non-executive directors’ terms of employment BIOGRAPHICAL DETAILS AND APPOINTMENT

DATES OF BOARD MEMBERS

Non-executive directors do not have service contracts.

Letters of appointment confirm the terms and These details can be found on pages 28 to 32 of the

conditions of their service.

annual report.

MEMBERS OF BOARD COMMITTEES AND NON-EXECUTIVE TRUSTEES OF THE
/

RETIREMENT FUND

Group Audit and Compliance Committee

A S du Plessis (chairman), D C Arnold, P du P Kruger and
T van Wyk

Group Risk Committee

P du P Kruger (chairman), D C Arnold, A S du Plessis, D C Cronjé,
G Griffin and P E | Swartz

Group Remuneration Committee

D C Brink (chairman), L Boyd, B P Connellan, D C Cronjé and
T van Wyk

Directors’ Affairs Committee

D C Cronjé (chairman), D C Brink, L N Jonker, T M G Sexwale and
T van Wyk

Board Lending Committee

L Boyd, A S du Plessis, D C Cronjé, D C Brink and B P Connellan

Group Retirement Fund trustees

D C Brink {chairman), D C Cronjé and T van Wyk

IN CONCLUSION

The Group Remuneration Committee and the Absa
Group board is satisfied that fair remuneration

practices are followed in the Absa Group.
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BOARD OF DIRECTORS

Board of directors

Name

Age

Qualifications

Title

Year appointed

independence

Absa board committee memberships

D C (Danie) Cronjé

57

DCom

Chairman

1987

Independent director

Directors’ Affairs Committee (chairman)

Group Remuneration Committee

Group Risk Committee

Board Lending Committee

Chairman of Sage Group Limited and a director of KWV Group Limited and Idion

Technology Holdings Limited. He is chairman of the Absa Foundaticn and a trustee of
the Absa Group Retirement Fund.

Joined Volkskas in 1975 and held various positions in Volkskas Merchant Bank and
Volkskas Group. He was formerly deputy chief executive and subsequently Group chief
executive of Absa until 1997.

Other directorships/trusteeships

Skills, expertise and experience

Name D C (Dave) Brink

Age 64

Qualifications MSc Eng (Mining), Diploma in Business Administration, Graduate Diploma in
Company Direction

Title Deputy chairman
Year appointed 1992
Independence Independent director

Directors' Affairs Committee
Group Remuneration Committee (chairman)
Board Lending Committee

Chairman of Unitrans Limited, and a director of Sanlam Limited, Sappi Limited,
BHP Billiton plc and BHP Billiton Limited. He is a trustee of the Absa Foundation and
chairman of the Absa Group Retirement Fund.

Joined Murray & Roberts Limited in 1970 after eight years in the gold industry with Anglo
American Corporation of South Africa Limited. Appointed chief executive officer of
Murray & Roberts Holdings Limited in 1986 and chairman in 1994,

Absa board committee memberships

Other directorships/trusteeships

Skills, expertise and experience

Name E R (Nallie) Bosman

Age 59

Qualifications BCom (Hons), MBL, Dipfoma in Banking, FIBSA
Title Group chief executive

Year appointed 1897 (managing director)

2000 (Group chief executive)}

Executive director

None, but attends various board committee meetings ex officio.

Chairman of the Banking Council, South Africa, and various companies in the!
Absa Group. He is a trustee on the board of the Business Trust and a trustee of
the Absa Group Retirement Fund.

Joined Volkskas in 1963 and held various positions in Volkskas Bank. Appointed
managing director of United Bank in 1987, Group managing director of Absa in 1997 and
Group chief executive of Absa in 2000.

Independence
Absa board committee memberships
Other directorships/trusteeships

Skills, expertise and experience
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Name

Age

Qualifications

Title

Year appointed

independence

Absa board committee memberships
Other directorships/trusteeships

Skills, expertise and experience

G R (Rupert) Pardoe

47

BA (Hons)

Deputy Group chief executive

2002

Executive director

None, but attends various board committee mestings ex officio.

Chairman of the Absa Commercial Bank and Absa Personal Bank boards and a director
of various subsidiaries in the Absa Group.

Before joining Absa, worked for Anglo American Corporation of South Africa Limited
(AAC) for 20 years, where he was finance director, holding numerous directarships in
companies in which AAC had interests, among them banking groups FirstRand and Rand
Merchant Bank. He has been a Group executive director of Absa since 2001 and was
appointed deputy Group chief executive in 2003

Name

Age

Qualifications

Year appointed

independence

Absa board committee memberships

Skills, expertise and experience

D C (Des) Arnold

64

CA(SA), FCMA, AMP

2003

independent director

Group Audit and Compliance Committee

Group Risk Committee

Was formerly executive director: Finance and Administration of Barloworld Limited.
He joined Barloworld in 1967 and held a number of senior financial positions in the
Barlows Group, which culminated in his appointment to the board in 1993. He retired
from Barloworld Limited at the end of March 2003. He is a past president of the Eastern,
Central and Southern African Federation of Accountants as well as past president of the
South African Institute of Chartered Accountants (SAICA). He has represented SAICA

on the Financial and Management Accounting Committee of the International Federation
of Accountants.

Name

Age

Qualifications

Year appointed

Independence

Absa board committee memberships

Other directorships/trusteeships

Skills, expertise and experience

L {Leslie) Boyd

67

Chartered Engineer, Fellow of the Institute of Metallurgists (UK)
1988

Independent director

Group Remuneration Committee

Board Lending Committee

Chairman of imperial Holdings Limited, Datatec Limited and a director of numerous
companies listed on the JSE.

From 1984 to 1892, he was executive director of Anglo American Corparation of South
Africa Limited and deputy chairman from 1292 to 2001, having been general manager,
managing director and chairman of Highveld Steel and Vanadium Corporation Limited
fram 1972 to 2001. Former executive vice-chairman of Anglo American plc and former
chairman of AMIC Limited, Anglo American Platinum Corporation Limited, AEC! Limited
and Alitech Limited.
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Name B P (Brian} Conneilan
Age 83

Qualifications CA(SA)

Year appointed 1994

Independence Independent director

Absa board committee memberships | Group Remuneration Committee
Board Lending Committee

Other directorships/trusteeships Director of Nampak Limited, (flove Sugar Limited, Tiger Brands Limited, Reunert Limited,
Sasol Limited and Oceana Group Limited.

Skills, expertise and experience After qualifying as a chartered accountant, he joined the Barlows Group in 1964,
Managed a number of subsidiaries. Appointed as a directer of Barlows Group Limited
in 1985. He was chairman of the building materials, steel and paint division untii 1990.
Thereafter appointed as executive chairman of Nampak Limited, a position he held until
retirement in 2000.

Name A S (Attie) du Plessis

Age 60

Quatlifications BCom, CA(SA), H Dip Tax, AMP
Year appointed 1992

independence Independent director

Absa board committee memberships | Group Audit and Compfiance Commitiee (chairman)
Group Risk Committee
Board Lending Committee

Other directorships/trusteeships He is chairman of Gencor Limited and a director of Saniam Limited, KWV Group Limited
and various companies within the Sanlam Group.

Skills, expertise and experience From 1986 to 2002, he was an executive director of Sankorp Limited and Sanfam Limited.

Name F J (Frans) du Toit

Age 58

Qualifications BCom (Hons), CA(SA)

Year appointed 2001

Independence Executive director

Absa board committee memberships | None, but attends various board committee meetings ex officio.

Other directorshipsitrusteeships Director of various subsidiaries in the Absa Group as well as Capricorn Holdings Limited
(formerly Bank Windhoek Holdings Limited).

Skills, expertise and experience Partner of a ieading auditing firm for 14 years. Joined Votkskas Bank Limited in 1387 as
divisional general manager and was appeinted Group general manager: Finance of Absa
in 1991. He has been a Group executive director of Absa since 1997,

Name G (Garth) Griffin

Age 584

Qualifications BSc, FIA

Year appointed 2001

Independence independent director

Absa board committee memberships | Group Risk Committee

Other directorships/trusteeships Chief executive officer of Sage Group Limited.

Skilis, expertise and experience He was previously managing director of Old Mutual Group, being responsibie for global

asset management activities as well as all businesses outside South Africa at the time
of his resignation in 1999.
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Name

Age

Qualifications

Year appointed

Independence

Absa board committee memberships
Other directorships/trusteeships

Skills, expertise and experience

L N (Lourens) Jonker

64

BSc (Agric)

1996

Independent director
Directors’ Affairs Committee

He is chairman of Weltevrede Wine Estates (Proprietary) Limited and a director of
Naspers Limited.

Owner of Weltevrede Wine Estate. Joined the board of KWV Co-operative in 1981 and
became chairman of KWV Group Limited and KWV Investments Limited in 1994. He
led the successful transformation of KWV from a co-operative to a fully commercialised
company. He resigned from the KWV board in December 2003. He was also adjudged
farmer of the year in 1996 and served on various committees within the wine industry.

Name

Age

Qualifications

Year appointed

independence

Absa board committee memberships

Other directorships/trusteeships
Skills, expertise and experience

P du P (Paul) Kruger

66

BSc Eng (Mining), MBL.

19986

independent director

Group Audit and Compliance Committee

Group Risk Committee (chairman)

Chairman of Sasol Limited and a director of numerous Sasol subsidiaries.

Joined Sasol in 1964 at the Sigma Calliery in Sasolburg. Appointed managing director
of the Sasol Group in 1987

Name

Age

Qualifications

Year appointed

Independence

Absa board committee memberships
.Other directorships/trusteeships

Skills, expertise and experience

T M G {Tokyo) Sexwale

51

Certificate in Business Studies
2001

Independent director
Directors' Affairs Committee

Executive chairman of Mvelaphanda Holdings (Proprietary) Limited, chairman of
Northam Platinum Limited, Trans Hex Group Limited, Rand Mutual Assurance Limited,
Mvelaphanda Resources Limited and a director of Gold Fields Limited.

Formerly a member of the national executive commitiee of the African National Congress
and former premier of Gauteng province.

Name

Age

Qualiifications

Year appointed

independence

Absa hoard committee memberships
Other directorships/trusteeships

Skills, expertise and experience

F A (Franklin) Sonn

64

BA {Hons), PTD, FIAC

1999

Independent director

Nane, but is a member of the Absa Commercial Bank Divisional board.

Chairman of African Star Investments (Proprietary) Limited and a director of the Airports
Company SA Limited, Pioneer Food Group Limited, Re-insurance Group of America
(Proprietary) Limited, Steinhoff International Holdings Limited, KWV Limited, Capespan
Group Holdings Limited, New Africa Capital Limited, Macsteel Group Holdings Limited,
Sappi Limited and Western Province Rugby (Proprietary) Limited.

Rector of the Peninsula Technikon from 1978 to 1994. Served as South African
ambassador to the United States of America from 1895 to 1998. Former president of the
Afrikaanse Handelsinstituut
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Name P E | (Peter) Swartz

Age 62

Qualifications Advanced Primary Teacher's Diploma

Year appointed 1994

Independence Independent director

Absa board committee memberships | Group Risk Committee

Other directarships/trusteeships Director of Distell Limited, New Clicks Holdings Limited and Eflerine Holdings Limited.
Skills, expertise and experience Was a teacher for ten years. Thereafter moved into the private sector with interests in the

retail food, liquor, cinema and property development sectors,

Name T (Theo) van Wyk
Age 56

Qualifications BCom, LLM, H Dip Tax
Year appointed 1991

Independence Non-executive director

Absa board committee memberships | Group Audit and Compliance Committee

Directors' Affairs Committee

Group Remuneration Committee

Other directorships/trusteeships Executive director of Rembrandt Group Limited from 1990 to 2000 and thereafter
executive director of Remgro Limited. A director of Dorbyl Limited and Sage
Group Limited. Deputy chairman of Business Partniers Limited and chairman of
Wispeco Limited.

Skills, expertise and experience Former professor of Mercantile Law at Unisa and the University of Stellenbosch.
Registrar of Financial Institutions from 1987 to 1990.

Name B J (Johan) van Zyl

Age 47

Qualifications PhO, DSc (Agric)

Year appointed 2004

Independence Non-executive director

Absa board committee memberships | None

Other directorships/trusteeships Group chief executive: Sanlam Limited and a director of various companies in the
Sanlam Group, including Santam Limited.

Skills, expertise and experience After an academic career in Agricultural Economics at the University of Pretoria, he

became vice-chancellor and rector of that institution in 1997, He was appointed chief
executive of Santam Limited in 2001 and Group chief executive of Sanlam Limited
in 2003.
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Directors” approval

RESPONSIBILITY FOR ANNUAL
FINANCIAL STATEMENTS

The directors are responsibfe far the preparation, integrity
and objectivity of financial statements that fairly present the
state of the affairs of the Company and of the Group at the
end of the financial year and the net income and cash flow
for the year, and other information contained in this annual

report.

To enable the directors to meet these responsibilities:

© the board and management set standards and
management implements systems of internal control and
accounting and information systems aimed at providing
reasonable assurance that assets are safeguarded and
the risk of error, fraud or loss is reduced in a cost
effective manner ~ these contrals, contained in established
policies and procedures, include the proper delegation
of responsibilities and authorities within a clearly defined
framework, effective accounting procedures and adequate

segregation of duties;

o

the Group's internal audit function, which operates
unimpeded and independently from operational
management, and has unrestricted access to the Group
Audit and Compliance Committee, appraises, evaluates
and, when necessary, recommends improvements in the
systems of internal control and accounting practices,
based on audit plans that take cognisance of the relative
degrees of risk of each function or aspect of the business;

and

]

the Group Audit and Compliance Committee, together
with the external and internal auditors, plays an integral
role in matters retating to financial and internal control,

accounting policies, reporting and disclosure.

To the best of their knowledge and belief, based on the
above, the directors are satisfied that no material breakdown
in the operation of the systems of internal control and
procedures has occurred during the year under review, The

external auditors concur with this statement.

The Group consistently adopts appropriate and recognised
accounting policies and these are supported by reasonable
and prudent judgemenis and estimates on a consistent

basis.

The annual financial statements have been prepared
in accordance with the provisions of the South African
Companies Act and the Banks Act and comply with South
African Statements of Generaily Accepted Accounting

Practice relating to companies and banks.

The directars have no reason to believe that the Company
and the Group as a whole will not be going concerns in
the year ahead, based on forecasts and available cash
resources. These financial statements have accordingly been

prepared on that basis.

It is the responsibility of the independent auditors to report on
the financial statements. Their report to the members of the

Company is set out on page 35 of this annual report.

APPROVAL OF ANNUAL FINANCIAL
STATEMENTS

The directors’ report and the annual financial staterments,
which appear on pages 36 to 126, were approved by the
board of directors on 28 May 2004 and are signed by:

D C Brink E R Bosman

Deputy chairman Group chief executive
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Report of the independent auditors

TO THE MEMBERS OF ABSA GROUP LIMITED

We have audited the arnual financial statements and Group
annual financial statements of Absa Group Limited set out on
pages 36 to 112 and 115 to 126 for the year ended 31 March
2004. These financial statements are the responsibility of
the Company’s directors. Our responsibility is to express an

opinion on these financial statements based on our audit.

Scaope

We conducted our audit in accordance with statements of

South African Auditing Standards. Those standards require

that we plan and perform the audit to obtain reasonable

assurance that the financial statements are free of material

misstatement. Our audit includes:

o examining, on & fest basis, evidence supporting the
amounts and disclosures in the financial statements;

o assessing the accounting principles used and significant
estimates made by management; and

o evaluating the overal! financial statement presentation.

We believe that our audit provides a reasonable basis for

our opinion.

Audit opinion

In our opinion, the financial statements fairly present, in afl
material respects, the financial position of the Company
and of the Group at 31 March 2004, and the results of their
operations and cash flow information for the year then ended,
in accordance with the statements of South African Generally
Accepted Accounting Practice, and in the manner required by

the Companies Act of Sauth Aftica.

KPMG Inc.

Chartered Accountants (SA)

Ernst & Young

Chartered Accountants (SA)

Johannesburg

28 May 2004

Company secretary's certificate

TO THE WVEMBERS OF ABSA GROUP LIMITED

In accordance with the provisions of the Companies Act,
1973 (the Act), | certify that, in respect of the year ended
31 March 2004, the Company has lodged with the Registrar

W R Somerville
Company secretary

Johannesburg
28 May 2004

of Companies all returns prescribed by the Act and that all

such returns are true, correct and up to date.
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Directors’ report

NATURE OF ACTIVITIES

Absa Group Limited is the registered controfing company
of a number of banks and insurance companies, and is
an investment holding company. The Company directs the
planning, contra! and co-ordination of the activities of the
Group, which provides an extensive range of banking and

financial services.

GROUP RESULTS

Headline earnings amounted to R4 447 milion (2003:
R3 441 million, 2002: R1 888 million) and headline earnings
per share increased by 30,4% to 6885 cents (2003
528,1 cents, 2002: 291.1 cents). Group net income attributable
to ordinary shareholders amounted to R4 505 million (2003:
R3 391 million, 2002: R1 886 million). Headline earnings
were derived from the foflowing activities:

2004 2003 2002
Rm % Rm % Rm %
Personal banking 1497 33,6 944 27,3 768 40,7
Commercial banking 1266 285 932 271 893 473
Wholesale domestic banking 750 16,9 697 20,3 612 324
International banking {66} (1,5} 110 32 79 4,2
African operations 75 17 91 2,6 59 31
Total banking 3522 79,2 2771 80,5 2412 1277
Absa Financial Services 390 20,0 604 17,6 502 266
Group investments 35 0,8 66 1.9 {42) (2,2)
Headline earnings 4 447 100,0 3441 100,0 2872 1521
UniFer — — — — (984) (52,1}
Total headline earnings 4 447 100,0 3444 100,0 1888 100,0

A general review of the business and operations of major
subsidiaries is given in the operational review on pages 10

to 14 of this annual report.

SUBSIDIARY AND ASSOCIATED
COMPANIES

The interests in subsidiary and associated companies, where
considered material in the light of the Group’s financial
position and resuits, are set out on page 108 of this annual

report.
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DIRECTORS’ INTERESTS

As at 31 March, the directors’ interests in the issued shares of the Company were as follows:

Beneficial Non-beneficial
Direct 2004 2003 2002 2004 2003 2002
D C Cronje 253942 253942 253 943 —_ — —
D C Brink — — — — — —
E R Bosman® 134 184 72573 72573 — — —
D C Arnold 1000 — — — — —
N B Bam — — — — — —_
L Boyd 11 086 8 062 8 062 — — —_
8 P Connellan — — — — — —
A S du Plessis — — — — — —
F J du Toit* 34111 34 111 34111 —_ — —
G Griffin 2 000 2 000 —_ — — —_
L N Jonker — — — — — —
P du P Kruger — — - —_ — —
G R Pardoe” - — — - — —
T M G Sexwale — — — — — —
£ A Sonn —_ — - — — —
P E | Swartz 2049 2049 2049 — — —
T van Wyk — — — — — —
Total direct 438372 372737 370738 - — —
Beneficial Non-beneficial
Indirect 2004 2003 2002 2004 2003 2002
D C Cronjé — — -— —_ — —_
D C Brink 30 900 30 900 30 900 — — —_
E R Basman* 1085000 806611 634 483 —_ — —
D C Arnold — — — - - —
N B Bam —_ — — — — —
L Boyd — — — — — —
B P Connellan 600 600 600 — — —
A S du Plessis —_ — — 4 000 4 000 4 000
F J du Toit* 378 187 318 187 228 187 — — —
G Griffin —_ — — —_ — —
L N Jonker — — — 3051 3051 3051
P du P Kruger — — —_ — — —_—
G R Pardoe* 730000 410000 — — — —
T M G Sexwale — — — —_ —_ —
F A Sonn 3000 3000 3000 — — —
P E | Swaitz —_ — — 765 765 —
T van Wyk — — - — — —
Total indirect 2227687 1569298 897170 7816 7 816 7 051
Total 2 666 059 1942035 1267 908 7816 7816 7 051

There has been no change in the interests of directors between 31 March 2004 and 28 May 2004, other than the appointment
of Dr J van Zy! as noted on page 39.

*Executive director.

37/ GO ABSA




ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/DIRECTORS’ REPORT continued

ACQUISITIONS

The following interests were acquired since the date of the

previous directors’ report:

o Absa Health Care (Proprietary} Limited acquired a 75%
interest in Mediclub (Proprietary) Limited.

© Absa Group Limited acquired a further 34,6% interest in
Meeg Bank Limited.

o Absa Group Limited increased its shareholding in Sage
Group Limited from 15,5% to 21,3%.

o Declord acquired a 40% shareholding in Aquilla Nominees
(Proprietary) Limited.

o Absa Bank Limited acquired a 1,4% shareholding in CLS

Group Holdings AG.

DISPOSALS

The following interests have been sold since the date of
the previous directors' report:

© 39% shareholding in Midland Economic Equity Group

Limited.

o

50% shareholding in Nexsum Leasing (Proprietary}

Limited.

o

55% shareholding in Global Access Telecommunication

Services South Africa (Proprietary) Limited.

[

100% shareholding in PF-Two Properties (Proprietary)

Limited.

e}

14,25% shareholding in Absa Asset Management Holdings

{Jersey) Limited,

o 100% shareholding in Laeveld Inpak (Proprietary)
Limited.
o 25% shareholding in Southern Africa Travellers Cheque

Company (Proprietary) Limited.

SPECIAL RESOLUTIONS
Absa Group Limited

Special resolutions with regard to the following were passed
at the annual general meeting of shareholders held on

22 August 2003:

© an increase in the authorised share capital from
R1 400 million to R1 600 million.
o a general authority to enable the Company to acquire its

own shares.

A special resolution was passed at a general meeting of
shareholders of the Company held on 22 August 2003, to
amend the articles of association, pursuant to an odd-lot affer

in terms of a circular to shareholders dated 21 July 2003.

The following special resolutions were passed by

subsidiaries:

Absa Bank Limited
© an increase in the authorised share capital from

R270 miltion to R320 million.

Absa Asia Limited

o changed its name to Absa Bank (Asia) Limited.

Abvest Associates Limited

o conversion from a public company to a private company.

Absa Trust Participation Bond Managers (Proprietary}
Limited
o changed its name tc Absa Mortgage Fund Managers

(Proprietary) Limited.

Allpay Free State (Proprietary) Limited

o amendments to the articles of association.

Bankfin Fleet Management Services Limited

o changed its name to Absa Fleet Services Limited.
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National Bank of Commerce (1997) Limited

© changed its name to National Bank of Commerce
Limited.

PSG iInvestment Bank Holdings Limited

o changed its name to Absa Trading and Investment Solutions
Holdings Limited.

Unibank Savings and Loans Limited

© changed its name to USL Limited.

Unibank Limited

© changed its name to UB Micro Loans Limited.

Unibank Group Limited

© changed its name to UB Group Limited,

DIRECTORS AND SECRETARY

Details of the directors and secretary of the Company are

given on page 130 and those of the Company's principal

operating subsidiaries on pages 130 to 134.

Since the date of the previous directors’ report:

@ Dr N B Bam retived as a director on 22 August 2003,

© DrJ van Zy! was appointed as a directar on 19 April 2004,
Confirmation of this appointment will be sought at the
forthcoming annual general meeting.

in accordance with the Company's Articles of Association,

Messrs D C Brink, B P Connellan, A S du Plessis, G Griffin,

P du P Kruger and T M G Sexwale retire by rotation but,

being eligible, offer themselves for re-etection at the

forthcoming annual general meeting.

INTERESTS OF DIRECTORS AND
OFFICERS

During the financial year, no contracts were entered into in
which directors and officers of the Company had an interest
and which significantly affected the business of the Group.
The directors had no interest in any third party or company
responsible for managing any of the business activities of the
Group. Mr TM G Sexwale has an indirect minority shareholding
in a subsidiary of Abvest Holdings Limited. The emoluments
and perquisites of executive directors are determined
by the Group Remuneration Committee. Except for
Mr G R Pardoe, who has a fixed-term service contract with
{he Company, no long-term service contracts exist between

exacutive directors and the Company.

SHARE CAPITAL

Authorised

The authorised share capital of the Company was increased
from R1 400 million to R1 600 million by the creation of an
additional 100 000 000 ordinary shares of R2 each. The
special resolution was approved by shareholders at the

annual generai meeting on 22 August 2003.

Issued

On 5 September 2003, 503 174 shares were repurchased
and 11 499 shares issued, pursuant to an odd-lot offer
approved by shareholders on 22 August 2003, as set out

below:

Issued share capital as

at 31 March 2003 651 546 749
Less: Shares repurchased 503 174
Add: Shares issued 11 499*

Issued share capital as

at 31 March 2004 651055 074

*Repurchased at R38,03 per share in terms of a specific repurchase.

#issued at R36,22 per share to public shareholders in terms of a specilfic issue for cash,
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DIRECTORS’ EMOLUMENTS

Directors’ emoluments in respect of the Company's
executive directors are disclosed in note 32.4 to the financial
statements.

The earnings and perquisites of the Group chief executive,
executive directors’ and non-executive directors’ emoluments
and share and option allocations are contained in the

directors' remuneration report on pages 20 to 27.

DIVIDENDS

On 30 May 2003, a dividend of 85 cents per share was
declared to shareholders registered on 20 June 2003,

On 24 November 2003, a dividend of 72 cents per share was

declared to shareholders on 19 December 2003.

On 28 May 2004, a dividend of 110 cents per share was

declared to shareholders registered on 18 June 2004.

POST-BALANCE SHEET EVENTS

On 6 April 2004, Absa Group Limited entered into a
black economic empowerment (BEE) transaction, which
will enable more than 10% of the enlarged share capital
of Absa to be held directly by black shareholders. This

transaction will result in Batho Bonke, a broad-based

black economic empowerment grouping, acquiring
73 152 300 new redeemable preference shares at R2 each.
Mr T M G Sexwale is a director of Absa and also a member
of this consortium. A further 7 315 200 preference shares will
be made available for Absa staff members. The BEE
transaction stilf requires the approval of the Group’s

shareholders.

Approval was received from the Minister of Finance, effective
31 March 2004, for the Section 54 transfer of the assets and
liabilities of MLS Bank Limited to Absa Bank Limited, The
relevant agreement giving effect to this transaction was
signed on 16 April 2004, and the banking licence of
MLS Bank Limited will be cancelled once all the required
special resolutions have been approved by shareholders.
MLS Bank will be divisionalised into Absa Bank Limited with

effect from 1 April 2004.

Dr S F Booysen has been appointed chief executive officer

of the Group with effect from 1 August 2004.

INSURANCE

The Absa Group s insured against banker's bond, professional
indemnity and computer fraud up to R1 billion. The first

R2S million of each claim is for Absa's own account.
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Balance sheet

AT 31 MARCH
GROUP
2004 2003 2002

Note Rm Rm . Rm
ASSETS
Cash and short-term assets 2 14 068 12617 11 688
Maney market assets 3 3688 5084 5233
Capital market assets 4 9 161 10471 10 095
Statutory liquid asset portfalio 5 12 598 12870 136877
Advances 6 222 395 198 297 183 860
Other assets 9 34 141 18 481 13018
Deferred taxation 174 167 223 445
Investments 10 5792 3506 3398
Subsidiary companies 11 _ — 131
Associated companies 12 624 450 442
Property and equipment 13 2597 2613 2 552
Goodwill 14 84 132 18
Intangible assets 15 50 55 50
Client liabilities under acceptances 1483 2165 2694
Total assets 306 848 269 064 247 300
LIABILITIES
Deposits and current accounts 16 234 380 222 056 213766
Deferred taxation 17.1 1331 1451 1414
Taxation 17.5 567 327 740
Other liabilities 18 37 112 17 795 6434
Provisions 19 1272 1081 919
Insurance funds 20 4115 1396 1453
Subordinated debt 21 7 067 5686 4394
Liabilities to clients under acceptances 1483 2165 2694
Total liabilities 287 327 251 957 231814
SHAREHOLDERS' FUNDS
Share capital 224 1291 1303 1303
Share premium 1309 1532 1532
Reserves 23 16 750 14 031 12 500
Shareholders’ funds 19 350 16 866 15335
Minority shareholders’ interest 24 171 241 151
Total liabilities and shareholders’ funds 306 848 269 064 247 300
Contingencies 28 16 637 14 275 16 579
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Income statement

FOR THE YEAR ENDED 31 MARCH

GROUP

2004 2003 2002

Note Rm Rm Rm

Interest income 25.2 28 901 30 299 24 517
Interest expense 25.3 (19 183) (21 467) (16 133)
Net interest income 9718 8832 8384
Impairment of advances 7 {1 900) {1 857) {4 042)
Income from lending activities 7 818 6875 4342
Non-interest income 254 10753 9127 7 694
Operating income 18 571 16 002 12 036
Operating expenditure 255 (11 679) (10 780) (9 700}
Indirect taxation 17.3 {672) (695) (649)
Impairment charge 257 (116) 54) (144)
Net income from operations 6104 4 473 1543
Share of associated companies’ income 12 119 92 100
Net income before taxation 6223 4565 1643
Taxation 17.2 (1627) (1104} {337)
Net income after taxation 4596 3461 1306
Minority shareholders’ interest 24 (91) (70) 380
Net income attributable to shareholders 4 505 3391 1686
Headline earnings 26.1 4447 3 441 1888
Headline earnings per share (cents) 262 689 528 291
Diluted headline earnings per share (cents) 26.2 683 528 2814
Earnings per share {cents) 28.2 697 520 260
Diluted earnings per share {cents}) 26.2 692 520 260
Dividends per share relating to income for the year (cents) 27 182 145 116
Dividends per share paid during the year (cents) 27 157 123 125
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Cash flow statement

FOR THE YEAR ENDED 31 MARCH

GROUP
2004 2003 2002
Note Rm Rm Rm
Cash retained from operating activities
Cash receipts from customers 39 39 214 39 049 32143
Cash paid to customers, employees and suppliers 40 {29 921) {31 334) {25 120}
Cash available from operating activities 38 9293 7715 7 023
Dividends paid 41 (1 087) (807) (838)
Net cash inflow from operating activities 8 206 6908 6185
Net {decrease)increase in operating funds (3 290) (3 802) 4
increase in income-earning funds and other debtors 43 (36 580) {21 000} {48 018)
increase in deposits and other creditors and provisions 44 33290 17 198 48 022
Taxation paid 42 {1 890) {1929) {1 422)
Cash utilised in investing activities {2 780) (1012) {1 630)
Capital expenditure on:
Freehold property {130} 67) (483
Computer equipment and systems (425) (435) (301)
Furniture and other equipment (229) (208) {313)
Motor vehicles {5} {8) 8)
Intangible assets (11) (29) (16)
Proceeds on disposal of:
Freehold property 55 87 10
Computer equipment and systems 32 30 27
Furniture and other equipment 20 27 31
Motor vehicles 3 2 9
Disposal of/(investment in} subsidiary companies 45 132 (512) 217y
(Disposal of)/investment in associated companies (141) 3 {14)
Investment in shares 46 (2673} {503} {1052)
Proceeds on disposal of investments 576 582 186
Dividends received from associated companies 12 16 19 17
Cash flows from financing activities 1509 1484 1 606
(Repurchase)issue of share capital {20) — 6
Redemption of debeniures and notes — (16) —
Proceeds on issue of debentures and notes 1529 1500 1600
Other movements {304) {720} 603
Increase in cash and cash equivalents 1451 928 5 286
Cash and short-term assets at beginning of year 12 617 11688 6402
Cash and short-term assets ai end of year 14 068 12617 11 688
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Statement of changes in equity

AT 31 MARCH

Share  Regulatory

capital general

and credit risk

premium reserve

GROUP Note Rm Rm

Balance at 31 March 2001 2828 —
Share capital issued [ —
Foreign currency translation effects — —
Transfer to insurance contingency reserve — —
Changes in value on invesiments held by

short-term insurance company — —
Share of associated companies’ retained earnings 12 — —
Attributable income — —
Dividends paid 27 — -
Balance at 31 March 2002 2 835 —

Foreign currency translation effects — —
Transfer to insurance contingency reserve — —
Changes in value an investments heid by

short-term insurance company —_ —
Share of associated companies’ retained earnings 12 — —
Attributabie income —_ —
Dividends paid 27 — —
Balance at 31 March 2003 2 835 _
AC 133 opening balance in respect of: — 451

Reguiatory general credit risk reserve — 451
Available-for-sale reserve — -

Value of investments held by short-term insurance companies — -

Retained earnings — —

Restated opening balance at 1 April 2003 2835 451
Shares bought back (20) —
Consolidation of share incentive trust (215) —
Movement in regulatory general credit risk reserve —_ (119)
Fair value movement in available-for-sale assets — —_
Value of investments held by shor{-term insurance companies — —_
Movement in fair value of cash flow hedges — —
Foreign currency translation effects — —
Transfer to insurance contingency reserve — —
Share of associated companies’ retained earnings 12 — —
Attributable income — —
Dividends paid 27 — -
Balance at 31 March 2004 2 600 332
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Trans-

Available- Cash flow lation insurance Unrealised  Associated
for-sale hedges reserve/ contingency gains on  companies’ Distributable
reserve reserve (deficit) reserve investments earnings reserves Total

Rm Rm Rm Rm Rm Rm Rm Rm

— - 369 73 158 148 10 291 13 869
— — — — — — — 6
— - 549 — — 25 — 574
- — - 2 — — (2) —_
— _ — — 12 — 2 10
— — — - — 71 71 —
— — — — — — 1686 1686

— — — — — — (810) (810)
— — 918 75 171 244 11092 15 335

— — (711) — — (14) — (725)
- - - ®) - - @9 (39)
— — — — (300) — — (300)
_ —_ — — — 65 (65) —
_ — — —_ — — 3391 3 391

_ _ _ — — — (801) (801)
— — 207 70 {129) 295 13 588 16 866

(78) — — — 134 — (1165) (658)
— — — — — — — 451

(78) - - - - - - (78)
_ — — — 134 —_ — 134
— — — — — — (1185) (1 165)
(78) — 207 70 5 295 12 423 16 208
— — — — — — — (20)
— — — — — - 97 (118}
— —_ — — — — 119 —_

@ - - - - - - @
- - - - ® - - i)
— 95 — — — — — 95

— — (286) — — (4) — (290)
— — — 34 — — (34) -
— — — — — 92 (92} —
— — — — — — 4505 4505

— — — — — — (1023) (1023)
(ao;r 95 (79) 104 - 383 15 995 19 350
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Accounting policies

PRINCIPAL ACCOUNTING POLICIES

The annual financial statements have been prepared
in accordance with South African Statements of
Generally Accepted Accounting Practice, the going-
concern principle, and using the historical cost basis,
except for financial instruments which are accounted

for in terms of the stated policies below.

The accounting policies adopted and applied are set
out below and are, in all material respects, consistent
with those of the prior year, except as indicated in

changes in accounting policies on page 53

REVENUE RECOGNITION

Interest income is recognised at the effective rates of
interest inherent in finance contracts and is brought into
income in propartion to the balance outstanding on a
time proportional method. In terms of AC 133, interest
is also accrued in respect of impaired advances, based
on the original effective interest rate used to determine

the recoverable amount.

Revenue arising from the provision of services to
customers is recognised on an accrual basis in the

period in which the services are rendered.

Dividends are recognised in the period in which the

right to receipt is established.

Origination costs are capitalised to the appropriate
advance and amortised to interest income over the

estimated period of repayment.

BASIS OF CONSOLIDATION

The consolidated annual financial statements include
those of the Company, its subsidiaries, associated
companies, special purpose entities and joint ventures.
The results of subsidiaries acquired or disposed
of during the year are included in the consolidated

income statement from the date of their acquisition

or to the date of their disposal. Companies in which
the Group exercises effective voting control, at either

equity or board level, are regarded as subsidiaries.

Entities over which banking subsidiaries have acquired
control in the course of lending activities or to protect
advances are not consolidated, but are shown as
advances. Where control is intended to be temporary
owing to the subsidiary being held with a view to
its subsequent disposal, such subsidiaries are not

consolidated but disclosed as investments.

Allinter-company transactions, balances and unrealised

gains and losses are eliminated upon consalidation.

Income from associated companies operating in hyper-
inflation economies is not recognised in the income

statement, except to the extent of cash received.

ASSOCIATED COMPANIES

Associated companies are those companies which
are not subsidiaries and in which the Group holds
an equity investment and exercises a significant
influence on the financial and operating policies.
Significant influence is normally evidenced when
Absa owns 20% or more of a company's voting
rights. Investments in associates for which significant
influence is intended to be temporary because the
investments are acquired and heid exclusively with
a view to their subsequent disposal, are recorded as
investments. The results of associated companies are
accounted for according to the equity method, based
on their most recent audited financial statements. If the
most recent available audited financial statements are
for an accounting period which ended more than six
months prior to the Group’s year-end, then the most
recently available management accounting results
have been brought to account. The Group's interest in
the post-acquisition reserves of associated companies
is treated as non-distributable in the Group's annual

financial statements.
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6.1

The investment in an assoclated company is written
down when there is considered to be an impairment in

value.

GOODWILL

Goodwill represents the excess of the cost of acquisition
over the fair value of the Group's share of net assets,
on the acquisition date, of the subsidiary or associated
company. Negative goodwill is any excess of the fair
value of the Group’s share of net assets of the entity
acquired, on the acquisition date, over the cost of

acquisition.

Goodwill is amortised using the straight-tine method
over the estimated useful life, not exceeding twenty
years, The estimated useful life is determined by the
underlying business acquired. The carrying amount
of goodwill is reviewed annually for indications of
impairment or changes in estimated future benefits. A
write-down is made if the carrying amount exceeds the

recoverable amount.

That portion of negative goodwill attributable to
expected, identifiable future losses and expenses is
recognised in the income statement when such fosses
and expenses are recognised. Any negative goodwill
not attributable to such future losses and expenses is

recognised as income on acquisition.

FINANCIAL INSTRUMENTS

investiments in financial instruments are held for
investment, trading and hedging purposes and

recorded on a trade date basis.

Equity investments

Strategic long-term investments are classified as
“available-for-sale” and carried at fair value. Unrealised
gains and losses, net of applicable taxes, are reported
in shareholders' equity until such investments are soid
or otherwise disposed of, or until such investments are

determined to be impaired.

6.2

Equity investments held for trading purposes are
classified as such and carried at fair value. Realised
and unrealised gains and losses are accounted for as

nan-interest income in the income statement.

All other equity investments, including those held for
investment banking purposes and investments held
by the short-term insurance companies, are classified
as ‘“fair value election" and carried at fair value.
Unrealised gains and losses are accounted for as non-

interest income in the income statement.

Financial investments

Financial investments consist of money market
instruments, government and other securities as well
as other debt instruments. Management determines
the appropriate classification at the time of purchase

and may include any of the following categories:

“Held-to-maturity” ~ Investments with a fixed maturity
date and where the Group has a firm intention and
ability to hold the investments to such date. This
typically includes short-dated instruments heid for
regulatory liquid asset purposes. These investments
are held at amortised cost, and reviewed for impairment
where appropriate. Premiums and discounts arising on

purchase are amortised on the yietd-to-maturity basis.

“Available-for-sale” — lnvestments normally held to
maturity date, but that may be sold in response
to needs for liquidity or changes in interest rates,
exchange rates or other economic conditions. This
category includes longer-dated government stock held

for regulatory liquid asset purposes.

“Fair value election” - Investments purchased for
their potential 1o yietd a reasonable return for the
Group over the longer term are included in this
category, Also included are instruments held or utifised
for hedging purposes, even if alsc held to meet liquid

asset requirements. These investments are carried
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6.2,

a

at fair value and unrealised gains and fosses are
accounted for as interest (if utilised for interest rate
hedging purposes) or non-interest income (if held for

investment purposes) in the income statement.

“Trading assets” - Investments acquired for the
purpose of generating short-term fluctuations in price
or dealer's margin. Trading assets are held at fair value
and unrealised gains and losses are accounted for as

non-interest income in the income statement

Derivative instruments and hedging

Financial future contracts, options, forward rate
agreements and interest rate swap agreements are
stated at fair value. Fair values are obtained from
quoted market prices, dealer price quotations,

discounted cash flow and option pricing models.

The Group also uses derivative instruments as part of
its asset and liability management activities to hedge
exposures to interest rate, foreign currency and credit
risks. The Group applies either fair value or cash flow
hedge accounting when transactions meet the criteria
as set out in AC 133.

At the time a financial instrument is designated
as a hedge, the Group documents the relationship
between the hedging instruments and the hedged
items, including its risk management objectives and
its strategy in undertaking the hedge transaction,
together with the methods that will be used to assess
the hedge effectiveness. The Group assesses on an
ongeing basis whether the hedge has been "highly
effective” (between 80% and 125%) in offsetting fair
valug changes or the cash flows of hedged items.
Hedge accounting is discontinued when & derivative is
not highly effective as a hedge, or is sold, terminated
or exercised. The same applies if the hedged item is

sold or repaid.

For gualifying fair value hedges, the change in fair
value of the hedging derivative is recognised in the

income statement. Changes in fair value of the hedged

item are reflected as an adjustment to the carrying
value of the hedged item, which is also recognised in

the income statement.

Gains or losses arising from fair value adjustments
associated with the effective portion of a derivative
designated as a cash fiow hedge are recognised
initially in shareholders' equity. When the cash flows
that the derivative is hedging materialise, resulting in
income or expense, then the associated gain or loss on
the hedging instrument is simuitaneously transferred
from shareholders’ equity to the correspanding line in
the income statement. |f a cash flow hedge is deemed
to be no longer effective, or the hedge relationship is
terminated, the cumulative gain or loss on the hedging
derivative previously reported in shareholders” equity
remains in shareholders’ equity until the committed
or forecast transaction occurs, at which time it is

transferred to the income statement.

Derivatives not qualifying for hedge accounting in
terms of AC 133 are fair valued, with gains and losses
reflected in the income statement, Where appropriate,
the underlying hedged items of such non-qualifying
hedges have been designated as trading instruments
(“fair value election”) and carried at fair value. Unrealised
gains and losses are also reflected in the income
statement to ensure matching of fair value adjustments

to the hedging derivative and hedged item

A derivative may be embedded in a host contract,
If the host contract is not carried at fair value with
changes in fair value reported in the income statement,
the embedded derivative is separated from the host
contract and accounted for as a stand-alone derivative
instrument at fair value if and only if: the economic
characteristics and risks of the embedded derivative
are not closely retated to the economic characteristics
and risks of the host contract and the embedded

derivative meets the definition of a derivative.
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6.2.2

6.2.3

6.2.4

Available-for-sale assets

Unrealised gains and losses, net of applicable taxes,
on available-for-sale assets are recognised in
shareholders’ equity until such assets are sold ar
otherwise disposed of, or until such assets are
considered to be impaired. On disposal of such assets,
the accumulated unrealised gain or loss previously
included in shareholders' equity is transferred to the
income statement. If available-for-sale assets are
considered to be impaired, the cumulative unrealised
loss previously recognised in shareholders' equity is

included in the income statement.

Loans originated by the Group

Loans originated by the Group include loans where
money is provided directly to the borrower, other than
those originated with the intent to be sold in the short
term, which are recorded as trading assets. Purchased
loans are classified either as “held-to-maturity”,

“available-for-sale” or “fair value election” assets.

Originated loans are initially recorded at cost, which is
the fair value of the cash given to osiginate the loan,
fncluding any transaction costs, and are subsequently
measured at amortised cost using the effective interest
rate method. Fees relating to loan originations are
deferred and amortised to interest income over the

estimated duration of the loan.
Impairment of advances

Advances are stated net of specific and portfolio
impairments. An impairment of advances is made if
there is objective evidence that the Group will be
unable to collect alt amounts due on a claim according
to the original contractual terms. Advances are
subjected to regular evaluations that take cognisance
of, inter alia, past experience, economic climate, the

customer's overall risk profile and payment record and

the realisable value of any collateral. Where applicable,
specific impairments are determined by systems based

on predetermined criteria

lmpairment is measured and allowances for credit
losses are established for the difference between the
carrying amount of advances and its estimated
recoverable amount. The estimated recoverable
amount is the present value of expected future cash
flows which may result from restructuring, liquidation or

collateral held.

Upon impairment, the accrual of interest income on the
original terms of the claim is discontinued, but the
increase of the present value of impaired loans owing

to the passage of time is reported as interest income.

Loans and advances portiolios are also reguiarly
evaluated for impairment. To the extent that the
Group is of the opinion the credit premium included in
the pricing of loans and advances is not sufficient to
compensate for future losses inherent in the performing
advances portfolio, or that insufficient data exists
to reliably determine such credit losses, a portfolio

impairment is created.

Alt impaired loans and advances are reviewed on a
regutar basis and any changes to the amount and
timing of the expected future cash flows compared with
previous estimates will result in a change to the charge
for impairment of advances in the income statement.
Changes in interest rates will also resuit in changes
to the impairment of advances charge in respect of

impaired variable rate loans.

To the extent that the portfolio impairments created by
the banking operations of the Group are insufficient
to meet the minimum regulatory general pravision,
such shortfall is accommodated by a transfer of the
applicable after-tax amount from distributable to non-

distributable reserves.
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6.3

8.1

8.2

Fair value

The determination of fair values of equity investments
is generally based on quoted market prices. For non-
quoted equity investments, the fair value is determined
by applying recognised valuation techniques. Standard
methods applied are based on discounted expected
cash flows or multiples of earnings observed in the

market for comparable companies.

The determination of fair values of financial instruments
is generally based on quoted market prices in active
markets, dealer price quotations or discounted

expected cash flows.

INVESTMENT PROPERTIES

Investment properties are stated at cost. Cost is written

down for impairment where considered necessary.

FOREIGN CURRENCIES

Foreign currency translations

All foreign businesses are treated as independent

foreign entities for accounting purposes.

The assets and liabilities of foreign subsidiary
companies are translated at the middle closing
exchange rates ruling at year-end. Income statement
items in respect of foreign entities are translated &t the
appropriate weighted average exchange rate for the
year. Gains and losses arising on translation are

transferred to non-distributable reserves.

Foreign currency transactions

Monetary items denominated in foreign currencies are
translated at the middle closing exchange rates ruling
at year-end and unrealised differences on translation
are recognised in the income statement in the period

in which they arise.

10

1

Foreign currency transactions are recorded at the
middle closing exchange rate ruling at the date of the

transaction.

REPURCHASE AGREEMENTS

Where the Group sells investments from its investment
portfolio, agrees to repurchase these at future dates
and the risk of ownership remains with the Group, the
considerations received are included under deposits
and current accounts, The investments are shown on
the balance shest and valued according to the Group's

policy regarding that category of investments.

The difference between the sale and repurchase price
is treated as interest and accrued evenly over the life

of the repurchase agreements.

Conversely, where investments are purchased subject
to commitments to resell these at future dates and
the risk of ownership does not pass to the Group, the
considerations paid are included under advances and

not under investments.

OFFSETTING

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is
a legally enforceable right to set off the recognised
amounts and there is an intention to settle on a net
basis, or realise the asset and settle the liability

simultaneously.

PROPERTY AND EQUIPMENT

Property and equipment is shown at cost less

accumulated depreciation.

Property under construction is stated at cost. Cost
includes the cost of the land and construction costs
to date. Borrowing costs during construction are

expensed in the period incurred.
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12

13

All property and equipment, other than land, is
depreciated on the straight-line basis over its expected

economic life.

The rates used to amortise assets are as follows:

Freehold buildings 3,3%
Computer equipment and systems 20.0%
Furniture 10,0%
Other equipment 15,0%
Motor vehicles 25.0%

Where the carrying amount of an asset is greater than
its estimated recoverable amount, it is written down to

its recoverable amount.

CASH AND SHORT-TERM ASSETS

Cash and short-term assets consist of cash, balances

with central banks and balances with ather banks.

INTANGIBLE ASSETS

Computer software development costs

Costs assotiated with developing computer software
programmes are recognised as an expense as incurred.
Costs that are clearly associated with an identifiable
and unique product, which will be controlled by the
Group and have probable benefit exceeding the cost
beyond one year, are recognised as an intangible

asset.

Computer software development costs recognised as
assets are amortised using the straight-line method
over their estimated usefu! lives, not exceeding a

period of five years.

Costs associated with the maintenance of existing
computer software programmes and modifications are

expensed as incurred.

13.2 Other intangible assets

14

15

16

Expenditure on acquired trademarks and licences
is capitalised and amortised using the straight-line
method over their useful lives, not exceeding a period
of five years. Intangible assets are not revalued.
The carrying amount of each intangible asset is
reviewed annually and adjusted for impairment where

considered necessary.

Expenditure on the development of the Absa brand is

expensed as incurred

INSTALMENT CREDIT
AGREEMENTS

Leases, instalment credit and rental agreemenis are
regarded as financing transactions, and rentals and
instalments receivable thereunder, less unearned
finance charges, are included under advances. Finance
charges earned are computed at the effective rates of
interest inherent in the contracts and are brought to

income in proportion to balances outstanding.

PROPERTIES IN POSSESSION

Unsold properties in possession are included under
advances and are valued at the lower of cost and net
realisable value. Costs include the outstanding balance
on repossession, capitalised interest and other charges
related to the repossession. Maintenance costs are

expensed in the period incurred.

PROVISIONS

Provisions are recognised when the Group has a
present constructive or legal obligation as a result of
past events, it is probable that an outflow of resources
embodying economic benefits will be required to settle
the obligation, and a reliable estimate of the amount of

the obligation can be made.
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17

18

DEFERRED TAXATION

Deferred income tax is provided on the comprehensive
basis, using the liability method, for all temporary
differences arising between the tax bases of assets
and liabilities and their carrying values for financial
reporting purposes. Currently enacted tax rates are

used to determine deferred income tax.

Under this method, the Group is required to make
provision for deferred taxes on the revaluation of
certain non-current assets and, in relation to an
acquisition, on the difference between the fair values
of net assets acquired and their tax base. Provision
for tax, mainly withholding taxes, which could arise on
the remittance of retained earnings, principally relating
to subsidiaries, is only made where there is a current

intention to remit such earnings.

The principal temporary differences arise from
depreciation on equipment, revaluation of certain
non-current assets, provisions for employee benefits
and tax losses carried forward. Deferred tax assets
relating to the carry forward of unused tax losses are
recognised to the extent that it is probable that future

taxable profits will be available against which the

unused tax losses can be utilised

POST-RETIREMENT BENEFITS

The Group makes provision for post-retirement benefits
to eligible employees and pensioners, the cost of which
is assessed in accordance with actuarial principles and
recognised on a systematic basis over employees'

remaining years of service.

Contributions to the defined contribution and defined
benefit structures of the Absa Group Pension Fund are

expensed as incurred,

20

21

Only employees who retired prior to 1 Aprit 1996 are
eligible for post-retirement medical aid benefits from
the Group. Future commitments in this regard have

been provided for in the Absa Group Pension Fund.

CONTINGENCIES AND
COMMITMENTS

Transactions are classified as contingencies where
the Group's obligations depend on uncertain future
events and principally consist of third party obligations

underwritten by banking subsidiaries.

ltems are classified as commitments where the Group
commits itself to future transactions or if the items will

result in the acquisition of assets.

MANAGED FUNDS AND TRUST
ACTIVITIES

Where Group companies operate unit trusts, hold and
invest funds on behalf of customers and act as trustees
in any fiduciary capacity, the assets and liabilities
representing these activities are not reflected on the

balance sheet.

RELATED PARTY TRANSACTIONS

Absa Group Limited does nat have one single
controlling shareholder.

All subsidiaries and associated companies of the Group
are refated parties. A list of the major subsidiaries and
associated companies is included on page 106 of this
annual report, Details of loans to and from subsidiaries

and associated companies are also provided,

There were no material contracts with directors or
officers other than those disclosed in the directors’

repart on page 36.
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23

24

25

REPURCHASE OF ISSUED SHARES

When issued shares are repurchased, the consideration
paid is accounted for as deductions from share
capital (par value of shares) and share premium {the
remainder of the purchase price including directly
attributable costs). These repurchased shares are then

cancelied by the issuing company,

TREASURY SHARES

Shares purchased by wholly owned Group companies
in their holding company are classified as treasury
shares and held at cost. On consalidation, the par value
of the treasury shares is deducted from share capital,
wihile the remainder of the cost price is deducted from
share prermium. Treasury shares are deducted from
the issued and weighted average number of shares on

consolidation.

Dividends received on treasury shares are eliminated

on consolidation.

SCRIP LENDING

The Group doses nat acceunt for scrip lending
transactions on its balance shest, as the risk and
benefits of ownership of these assets and liabilities

never transfer to the Group.

The fees earned for the administration of scrip lending
transactions are accounted for on an accruat basis in

the period in which the service is rendered.

SEGMENTAL REPORTING

The Graup is structured into the following main
operating segments: personal banking, commercial
panking, wholesale banking, financial services and

other activities.

26

Primary segmental reporting is based on the type of
business and correlates with the activities of the main
operating divisions. Secondary segmental reporting is

based on the geographical location of the business.

CHANGES IN ACCOUNTING
POLICIES

in the course of the financial year under review, Absa
Group changed its accounting policy regarding the
recognition and measurement of financial instruments

in accordance with AC 133.

The Group adopted the rnew accounting statement
AC 133 — Financial Instruments: Recognition and
Measurement on 1 April 2003, This accounting
standard, together with its international equivalent
(IAS 39), is stilf subject to various improvement projects

and is likely to evolve further.

AC 133 is a prospective accounting statement and
does not provide for the restatement of historical
figures. Instead, on adoption date, opening balances
are restated to reflect the adjustments arising from the
statement. Accordingly, the results for the year ended
31 March 2004 are not meaningfully comparable to

those of the previous year.

AC 133 will increase the volatifity of reported resuits
and it is important for shareholders to evaluate the
impact of the statement as part of their investment
decisions. The pre- and post-AC 133 information
provided should facilitate such evaluation and clarify to

what extent such adjustments are sustainable.

AC 133's main areas of impact

The opening balance adjustment and impact on the

results for the year are set out on pages 56 and 57.
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Fair value accounting — The statement introduces
fair value accounting to certain classes of assets
and liabilities. Financial assets and fiabilities need to
be classified in prescribed categories and measured

accordingly. The asset categories are:

Originated loans — The majority of loans and advances
of the Group are allocated here {refer to page 61). The
only exceptions are selected structured finance loans
as well as advances acquired from third parties. As
was the case prior to adopting AC 133, assets in this

category are held at amortised cost.

Held-to-maturity assets — Assets with a fixed maturity
date and for which the Group has the ability and
intent to hold until maturity date. As the sale of these
assets before maturity date results in the tainting of
the entire portfolio, this category is generatly limited to
short-dated (six months and fess) securities held for
statutory liquid asset purposes. Held-to-maturity assets
are stated at amortised cost, which is consistent with

the pre-AC 133 policy.

Trading assets — Assets to be traded with a short-
term profit motive. These assets are reflected at fair
value with changes in fair values accounted for in the
income statement. The statement also allows any
other financial asset to be designated as “held for
trading”, even if the intention is not to trade such asset
for short-term gain purposes. Absa elected to make
a clear distinction between trading assets and assets
designated as “hetd for trading”, with the latter referred
to as “fair value election” assets. Trading assets
are typically utilised as part of the treasury trading
partfolio and have always been fair valued. “Fair value
election” assets include the equities held as part of the
investment banking and insurance portiolios, as well

as securities held for hedging purposes.

Available-for-sale assets — This category represents
assets not suited to be classified in any of the other
three categories. Such assets must be fair valued and
AC 133 allows a one-off choice between accounting
for the unrealised changes in fair value in the income
statement or directly in the stalement of changes in
equity. Absa elected the latter option. On realisation,
such gains or losses have to be accounted for in the
income statement, but must be excluded from headline
earnings. For this reason Absa has generally limited
this category to Iong-terrp strategic equity investments
and longer-dated securi;ies held for regulatary liquid

asset purposes.

Hedge accounting — AC 133 sets out onerous
requirements to be met before hedge accounting can
be applied. A significant percentage of the Group's
interest rate hedges do not meet these requirements
and in terms of the statement this resuits in derivatives
having to be fair valued and the underlying assets and
fiabilities held at cost. As a consequence, a mismatch
in the recognition of income arises and the original
aim of the hedge is not achieved. During the period
under review, cash flow hedge accounting was applied
in respect of qualifying hedges and fair value gains of
R95 miltion are reflected in the statement of changes
in equity The statement also allows any asset or
liability to be designated as “held for trading”. Absa
utilised this to improve matching and designated fixed
deposits as “held for trading”, resulting in fair value
lassas approximating the fair value gains arising fram
non-qualifying interest rate hedges. The main aim of
these hedges is to protect the Group’s margin against
the timing difference between the repricing of assets

and fiabilities during declining interest rate cycles.
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Initial recognition adjustments

Low interest rate loans — The low interest rate loan of
R237 million to the share incentive trust was the only
significant loan affected and resulted in an opening
balance adjustment of R97 million. Following the
consolidation of the share incentive trust, this amount
has been eliminated in the Group's statement of

changes in equity.

Transaction costs — AC 133 requires transaction
costs, including home Ioan origination expenses, to be
capitalised and amortised over the period of the loan.
Absa previously expensed those costs during the year
incurred. This change in policy will result in a lower
charge fo the income statement over the next few

years (the benefit will decline on an annual basis).

Credit impairments

Specific impairments — The statement introduces the
time value of money concept in determining the tevel
of impairments. Previously, provisions were based
on the difference between the carrying value of non-
performing loans and advances and the total of future
expected cash flows. The impairment required by
AC 133 is the difference between the carrying value
and the present value of the total future expected
cash flows. The present value is calculated using the
effective interest rate of the loan which, in the case of
variable rate loans, will be adjusted on each reporting
date in fine with changes in interest rates. The impact
of the present value calculation is significant in respect

of the home loan and property in possession portfolios

owing to the relatively long period required from taking

possession of the asset (security) to resale.

The present value discount adjustment unwinds in
the income statement (on the net interest line) over
the period of cash collection, resulting in an increase
in the impairment of the advances charge as well as
higher interest income. During the year under review,
the tower interest rates at 31 March 2004 resulted in
the present value discount on non-performing loans
being lower than the opening balance adjustment on
1 April 2003 {refer to page 63). The benefit of R166
million resulted from interest rate movements during

the current year.

Portfolio impairments (genera! provisions) ~ Prior
to AC 133, the general provision was based on the
percentages prescribed by the South African Reserve
Bank. AC 133 requires a cash flow valuation technique
and only allows a portfolic impairment if the present
value of future cash flows on the performing book
is lower than the general expectation at the time of
loan origination. In accordance with this technique,
R644 million of the general provision held at 31 March
2003 was reversed. A regulatory general cradit risk
reserve has been created to meet any requlatory
requirement in excess of the accounting portfolio
impairment held. The Group utilised sophisticated
modelling and forecasting techniques in determining
the required portfolio impairment. These will be refined
as additional historical information becomes available
and any future movement in this impairment will be

separately disclosed.
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ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS

Notes to the financial statements

AT 1 APRIL 2003

GROUP
Regulatory Non-
general credit Available-for- distributable Retained
risk reserve  sale assets reserve  earnings Tota!
Rm Rm Rm Rm
1. CHANGES IN ACCOUNTING
POLICIES
The effect of these changes are as follows:
AC 133 opening balance adjustment
Fair value adjustment in respect of
interest rate hedges - - - (450) (450)

Fair value adjustment in respect

of equity portfolios - (83) - (22) {105}
Fair value adjustment in respect

of other financial instruments - (17) - (70) (87}
Present value adjustment to

low interest rate loans - - - [CH) (a7)
Initial recognition of transaction costs - - - 234 234

Present value adjustment for

specific loan impairments - - - (1 065) {1 065)

Taxation - 22 - 439 461
- (78) - (1031) (1109)

Reversal of portfolio (general) impairment

no longer required - - - 644 644

Taxation on portfolio impairment - - - (193) (193)

Transfer to regulatory general
credit risk reserve 451 - - (451) -
Transfer of NDR in respect of

insurance equity investments - - 134 {134) -

451 (78) 134 {(1165) (658)
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FOR THE YEAR ENDED 31 MARCH 2004

GROUP
Post-AC Pre-AC AC 133
133 133 Impact
Rm Rm Rm
1. CHANGES IN ACCOURNTING POLICIES (continued)

AC 133 impact on current year income statement
Net interest income 8718 9320 398
Impairment of advances (1900) (1741) (159)
Non-interest income 10753 10334 419
Operating income 18 571 17 913 658
Operating expenditure (11 679) (11 679) -
Indirect taxation (672) (672) -
Impairment charge (116} (116) -
Net income from operations 6104 5 446 658
Share of associated companies' income 119 119 -
Net incame before taxation 6223 5565 658
Taxation {1827y (1411) (216)
Net income after taxation 4 596 4154 442
Minority shareholders’ interest {91) (91) -
Net income attributable to shareholders 4505 4063 442
Headline earnings 4 447 4155 292

In terms of the requirements of AC 133, the statement has been applied
on a prospective basis, and consequently the effect an the 2003 income
statement has not been reflected.
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ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP

2004 2003 2002
Rm Rm Rm

2. CASH AND SHORT-TERM ASSETS
Coin and bank notes 3165 2679 2323
Money on call 6 056 5784 5878
Balances with South African Reserve Bank 4286 3652 2957
Balances with other central banks 561 502 532
14 068 12 817 11 688

3. MONEY MARKET ASSETS

Landbank bilts 543 — —_
Treasury bills 47 g22 1003
Promissory notes 549 89 57
Bank acceptances 944 1791 1611
NCDs 1123 1432 1176
Other 482 850 1386
3688 5084 5233
Market vaiue 3688 5065 5170

Portfolio analysis

Held-to-maturity — at cost 1043
Trading portfolio 1038
at cost 1035
fair value adjustment 3
Fair value eiection 1607
at cost 1615
fair value adjustment 8)
3688
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GROUP

2004 2003 2002
Rm Rm Rm
CAPITAL MARKET ASSETS
Government and government guaranteed 4 801 5428 4777
Public sector securities 1765 2002 1903
Corporate and other securities 2595 3041 3415
Book value 9161 10 471 10098
Market value 9161 10 700 10 045
Maturity analysis
Within 1 year 2431 1029 3254
From 1 year to 3 years 2964 4421 1908
More than 3 years 3766 5021 4932
9161 10471 10 095
Portfolio analysis
Held-to-maturity — at cost 393
Trading portfolio 837
at cost 828
fair value adjustment 9
Fair value election 7931
at cost 7 746
fair value adjustment 185
9 161
Investment portfolio n/a 10072 9530
listed nfa 4 556 3614
unlisted nfa 5516 5916
Trading portfolio nfa 338 565
listed nia 399 SBSJ
n/a 10471 10 095
Geographical analysis
South Africa 4791 4 862 4145
Europe 2 905 4647 4756
Other African countries 713 971 656
Asia 227 133 502
Other 525 58 36
9161 10 471 10 085

The maturity analysis is based on the remaining period from year-end lo
contractual maturity.

59/ G\ ABSA




ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP
2004 2003 2002
Rm Rm Rm
5. STATUTORY LIQUID ASSET PORTFOLIO
RSA — Government stock 6 400 6314 7 444
Treasury bills 5442 5874 5297
Landbank bills 756 782 936
Book value 12 598 12 970 13 677
Market value 12 698 12953 13177
Maturity analysis
Within 1 year 6 788 6 808 8013
From 1 year to 3 years 565 3562 2795
More than 3 years 5245 2 600 2 889
12 598 12 970 13 677
Portfolio analysis
Held-to-maturity — at cost 6 354
Available-for-sale 4793
at cost 4872 W
fair value adjustment {79)
Fair value election 1451
at cost 1472
fair value adjustment 21)
12 598
Investment portfolio
listed 6 400 6314 7 444
unlisted 6198 6 656 6 233
12 598 12 970 13 677
Geographical analysis
South Africa 12 598 12970 13 8677
12 598 12 970 13 677
Included above are the following encumbered assets 3183 3108 4741

The maturity analysis is based on the remaining period from year-end to
contractual maturity.
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GROUP

2004 2003 2002
Rm Rm Rm
ADVANCES
Accrued interest 1194 1586 1207
Loans granted under resale agreements* 4814 — —
Securitised corporate loans 3773 — -
Corporate overdrafts 2 067 4 801 4 580
Foreign currency loans 16 101 23701 23 860
Instalment finance 36 260 29 042 24 968
Gross advarices 41610 35053 29 639
Unearned finance charges {5 350) (6011) (4 871)
Micro loans 2722 3400 4337
Mortgages 104 822 90 603 80 546
Originatars’ costs capitalised*™ 288 — —
Other 7493 7 409 5367
Overnight finance 2600 5132 3655
Personal loans 9614 10 691 10 057
Preference shares 5762 3552 2598
Properties in possession 490 605 840
Retail overdrafts and credit cards 16 715 16 676 16 807
Specialised and project finance 15138 10 196 12 765
Fair value adjustments 245 — —
Mortgages 121 — —
Other 11 — —
Specialised and project finance 113 — —
230 098 207 394 191 587
Impairments of advances (refer to note 7) (7 703) (8 097) (7727)
222 395 199 297 183 880
Portfolio analysis
Originated loans 217 057
Available-for-sale 2757
at cost 2757
fair value adjustment —
Fair value election 10 284
at cost 10 039
fair value adjustment 245
230 098

“Previously disclosed in note 30 as unsettied transactions.
**Recognition of transaction costs in terms of AC 133,
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ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP
2004 2003 2002
Rm Rm Rm
6. ADVANCES (continued)

Sectoral analysis
Agriculture 7 688 8308 7 455
Canstruction and property 5085 4418 4220
Consumer 132 655 106 859 99 484
Electricity 820 820 1428
Finance 32430 39020 32451
Government 91 75 625
Manufacturing 12819 10 507 12 887
Mining 4712 2890 3637
Services 11 285 15123 13 581
Transport 3825 3629 2372
Wholesale 9704 10123 7 820
Other 8984 5522 5627
230 098 207 394 191 587

Maturify analysis
On demand 32 381 25 940 27 439
Within 1 year 36 574 38 638 38533
From 1 year to 5 years 61793 50 211 45 383
More than 5 years 99 350 92 605 80 232

230 098 207 394 191 587

Geographical analysis

South Africa 217 612 180 755 175 610
Europe 8262 8 661 7 846
Asia 2342 2739 3947
Other African countries 2499 2973 2630
Americas 4003 1138 1088
Australia 380 130 458

230 088 207 394 191 587

The maturity analysis is based on the remaining period from year-end to
contractual maturity.
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GROUP

2004 2003 2002
Rm Rm Rm
IMPAIRMENT OF ADVANCES
Balance at the beginning of the year 8097 7727 4674
AC 133 opening balance adjustment (refer to note 1) 421 — —
Specific impairments 1065 — —
Reversal of general impairments (644) — —
Exchange differences (116) (154) 123
Acquisitions 79 81 —
Specific impairments 78 72 —
Portfolio impairments 3 9 —
Amounts written off during the year (2 890) (1636) {(1217)
5591 6018 3580
Impairments raised during the year 2112 2079 4147
Balance at the end of the year 7703 8 097 7727
Comprising
Specific impairments 6642 6 508 6 151
Non-performing loans 5332 6 508 8151
Other impaired Ioans 388 — —
Net present value adjustment 922 — —
Portfolio impairments 1061 1 589 1576
7703 8097 7727
Income statement charge
Net impairments raised during the year 2112 2079 4147
Specific impairments* 1792 2041 3981
Specific impairmants ~ net present value adjustment 196 — —
Partfolio impairments 124 38 166
Recoveries of advances previously written off (212) {122) {105)
Charge to the income statement 1900 1957 4042

*Includes an amount of R1 780 mifiion for UniFer in 2002.
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ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP
Impair-
As % of Outstanding  Security and Net ments
advances balance recoveries exposure raised*
Rm Rm Rm Rm
8. NON-PERFORMING ADVANCES
2004
Personai loans 3,5 334 126 208 208
Retall overdrafts and credit cards 55 1026 162 864 864
Foreign currency loans 35 565 173 392 392
Instaiment finance 0.9 342 83 259 259
Mortgages 2,8 2913 2229 684 684
Micro loans 88,6 2411 468 1943 1943
Other 3,2 1097 115 982 982
3.8 8 688 3356 5332 5332
Sectoral analysis
Agricuiture 31 242 1581 91 91
Construction and property 231 11475 413 762 762
Consumer 37 4857 2031 2826 2826
Electricity 51 42 4 38 38
Finance 09 288 146 142 142
Manufacturing 2,4 309 59 250 250
Mining 0,3 12 7 § £}
Services 6,2 696 322 374 374
Transport 0,6 22 6 16 186
Wholesale 52 504 132 372 372
Other 6,0 541 85 456 456
3,8 8 688 3356 5332 5332

* Impairments raised do not include the net present value adjustment on future cash flows as required by AC 133.
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GROUP

Impair-
As % of Outstanding Security and Net ments
advances balance recoveries exposure raised
Rm Rm Rm Rm
NON-PERFORMING ADVANCES (continued)
2003
Personal loans . 56 601 263 338 364
Retail overdrafts and credit cards 7.8 1871 462 1208 1250
Foreign currency loans 26 627 172 455 460
Instaiment finance 1.7 505 114 391 392
Mortgages 43 3908 3042 866 924
Micro loans 57.9 1969 - 1969 1969
Other 47 1305 388 907 1149
5,1 10 586 4 451 6135 6 508
Sectoral analysis
Agriculture 4.1 340 169 171 174
Construction and property 30,2 1334 869 465 466
Consumer 5,0 5371 2064 3307 3380
Electricity 6.3 52 2 50 47
Finance 1.4 562 213 349 346
Manufacturing 46 487 169 318 338
Mining 04 13 7 8 4
Services 6,3 955 554 401 407
Transport 1,4 51 18 33 35
Wholesale 83 839 183 656 692
Other 10.5 582 203 379 819
51 10 586 4 451 6135 6 508
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ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP
Impair-
As % of Outstanding Security and Net ments
advances balance recoveries exposure raised
Rm Rm Rm Rm
8. NON-PERFORMING ADVANCES (continued)
2002

Personal loans 6,5 658 200 458 472
Retail overdrafts and credit cards 93 1979 649 1330 1379
Foreign currency loans 0.2 47 40 7 12
Instalment finance 2,3 563 183 380 380
Mortgages 4,0 3233 2 443 790 773
Micra loans 48,8 2117 19 2098 2099
Other 5.6 1374 368 1006 1 036
5,2 9971 3902 6 069 6 151

Sectoral analysis
Agriculture 51 380 228 152 191
Construction and property 78 323 128 185 199
Consumer 57 5677 2168 3509 3510
Electricity 53 76 4 72 41
Finance 25 807 266 541 543
Manufacturing 55 7086 228 478 472
Mining 03 12 5 7 6
Services 6.9 941 400 541 540
Transport 2,6 81 62 (1) 45
Wholesale 9.3 727 278 449 452
Other 4.6 261 135 126 152
52 9971 3902 6 069 6 151

GROUP
2004 2003 2002
Rm Rm Rm
9. OTHER ASSETS

Accounts receivable 5063 5738 4090
Trading assets (refer note 30.5) 27 934* 13 469" 8 606
Hedging assets 333 — —
Praperties held for sale 875 143 190
Accrued interest and dividends 108 116 79
Taxation 28 15 53
34141 19 481 13018

**Previously. netting was applied where ISDA netting agreements were in place. In respect of 2004, nefting was applied anly where a fegally
enforceable right to set-off exists and there is an intention to settle on & net basis or to settle on the same day. The full disclosure of
unrealised gainsiiosses on derivatives is set out in note 30,
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GROUP

2004 2003 2002
Rm Rm Rm
10. INVESTMENTS
At carrying value
Listed
Crdinary and preference shares 4206 2134 2519
Unlisted 1586 1372 880
Ordinary and preference shares 1571 1372 880
Fixed property investments 15 — —
Total carrying value 5792 3 506 3399
At market value and directors’ valuation
Market value of listed investments 4206 2067 2 560
Directors' valuation of unlisted investments 1586 1370 908
Total market value and directors’ valuation 51792 3437 3 468
Portfolio analysis
Available-for-sate 102
at cost 38
fair value adjustment 64
Trading 337
at cost 333
fair value adjustment 4
Fair value election 53583
at cost 5245
fair value adjustment 108
5792
Investment portfofio nia jaz7 3378
Trading portfolio n/a 279 20
n/a 3508 3399

Details regarding investments required in terms of the Companies Act of
South Africa are kept at each companys registered office. This information
will be made available to shareholders upon written request.

67 - GV ABSA




ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP
2004 2003 2002
Rm Rm Rm

11. SUBSIDIARY COMPANIES

Shares at cost — — 131

In the 2002 financial year, the results of Banco Austral, Sarl, in Mozambique,
which was acquired with effect from 1 January 2002, were not consalidated
as the financial statements had not been finalised.

12. ASSOCIATED COMPANIES

Shares at book value 234 147 180
Opening balances 147 180 166
Acquisitions 135 7 14
impairment charge (48) (40) —

Loans to associated companies 7 8 18
Total loan exposure to associated companies 4781 2232 2130
Less: Amounts included in advances 4774 2224 2112

Share of post-acquisition reserves 383 295 244
Share of current year's income before taxation 135 111 117
Dividends received (16) (19) (7
Amount as per income statement 119 92 100
Taxation (refer to note 17.2) (34) (25) (24)
Share of attributable income after dividends 85 67 76
Impairment charge — — (5)
Realisation on disposal of associated company 7
Transfer to non-distributable reserves 92 65 71
Currency translation movements 4) (14) 25
Share of reserves at the beginning of the year 295 244 148

Carrying value 624 450 442

Market value of listed shares 154 39 6

Directors' valuation of unlisted shares and loans 729 613 604

883 652 610
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GROUP

2004 2003 2002 2004 2003 2002
Rm Rm Rm Rm Rm fm

12. ASSOCIATED COMPANIES (continued)

Summarised financial information of significant associated companies.
FFS Finance South Africa

Conbros Limited (Propietary) Limited
Carrying value 35 32 30 143 119 g5
Bafance sheel
Non-current assets 31 43 72 — — —
Current assets 23 17 59 4785 4097 3 461
Non-current liabilities 10 7 32 11 14 16
Current liabilities 12 16 55 4 485 3 846 3255
Equity 32 37 44 289 237 190
Income staternent
Aftributable income 3 2 -— 24 24 18
Loans tof(from) associtated companies {26) (32) (42} 3868 1492 1497
Capricorn Investment Commercial Bank
Holdings Limited” of Zimbabwe Limited (CBZ)**
Carrying value 205 164 135 — 39 39
Balance sheet
Non-current assets 244 102 239 64 335 235
Current assets 4 230 3647 3411 571 10 803 6974
Non-gurrent fiabifities - — — — — 47
Current liabilities 3 866 339 3248 574 10 106 6 653
Equity 608 353 402 61 832 509
Income statement
Atiributable income 31 29 ! — — —
Loans to associated companies = — — — —_ —_—
Revesco Hoidings Meeg Bank
{Proprietary} Limited Holdings Limited
Carrying value 5 8 31 — 17 53
Balance shaet
Non-current assets 24 35 34 — 30 31
Current assets 57 70 78 - — (2)
Non-current liabilities 5 8 & - 53 55
Current fiabifities 83 73 75 — 3 1
Equity 7) 28 29 - (26) (27}
Income statement
Attributable income — — —_ — N —
Loans to associated companies 7 - —_ -~ —_— 13

*Capricorn investment Holdings Limited was previously known as Bank Windhoek Hoidings Limited.
**The investment was impaired in the current financiai year. fncome is not recognised from CBZ owing to the fact that the company operates
in a hyper inflationary environment and no cash dividend was received in South Alrica,
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ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP
2004 2003 2002 2004 2003 2002
Rm Rm Rm Rm Rm Rm
12. ASSOCIATED COMPANIES (continued)

Summarised financiai information of significant assocated companies.

Stonehage Financial Services Global Access Telecommunication

Holdings Limited Sauth Africa (Proprietary) Limited
Carrying value 71 61 59 — 7 —
Balance sheet
Non-current assets s7 74 33 — 21 20
Currert assets 162 135 156 — 12 13
Non-current liabilities —_ 14 24 — 20 18
Current liabilities 77 78 103 — 8 B
Equity 142 17 112 — 5 8
income statement
Attributable income 9 16 27 — — —
Loans to assoclated companies — 8 5 - — 2
WMAN Financial Services (South Africa)
{Proprietary) Limited AVAF Joint Ventures
Carrying value 14 3 — 1 - —
Batance shest
Non-current assets — — — ~— 545 859
Current assets 836 415 — 261 321 111
Non-current fiabilities 6 23 — 255 569 848
Current liabilities 802 385 — 2 297 126
Equity 28 7 —_ 4 — (2)
income statement
Attributable income 11 3 — 1 — —_
Loans to assaciated campanies 802 384 — 130 380 655
Sage Group Limited Total

Carrying value 150 — - 624 450 442
Bafance sheet
Non-current assets 7511 — — 7931 1185 1673
Current assets 653 — — 11 578 19 317 14 259
Non-current liabilities 7489 —_ —_ 7786 706 1045
Current liabilities 541 — — 10 442 18 208 13 522
Equity 124 — — 1281 1588 1265
Income statement
Attributable income [ — —_ 85 67 76
Loans to associated companies — — — 4781 2232 2130

Balance sheets of associated companies are converted at the official ruling foreign currency exchange rate on 31 March.
Refer to page 106 for futher information regarding the associated companies.
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GROUP

Computer Furniture
equipment and
Freehold and other Motor
property systems equipment vehicles Total
Rm Rm Rm Rm Rm
13. PROPERTY AND EQUIPMENT
2004
At cost 1228 2214 2581 45 6 068
Accumulated depreciation (396) (1 309) (1732) (34) (3 471)
Carrying value 832 905 849 1 2 597
Movement in property and equipment
QOpening balance 828 862 907 16 2613
Translation movemeants (29) (15) 4] 1) (52}
Acquisitions 10 — 3 — 13
Additions 130 425 229 5 7839
Disposals (23) (24) (15) (3) (65)
Depreciation {46) (243) (268) (6) (663)
impairments (38) — — — {38)
Closing balance 832 905 849 11 2 597
2003
At cost 1210 2554 2 589 52 6 405
Accumulated depreciation (382) (1692) (1 682) (36) {3792)
Carrying value 828 862 9a7 16 2613
Movement in property and equipment
Opening balance 808 738 990 16 2552
Translation movements — (24) (5) {1) (30)
Acquisitions 53 41 25 2 121
Additions 67 435 208 8 718
Disposats (50) (34) (30 2 (116)
Depreciation (50) {294) (281) (7) (632)
Closing balance 828 862 907 16 28613
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ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP
Computer Furniture
equipment and
Freehold and other Mator
property systems  equipment vehicles Total
Rm Rm Rm Rm Rm
13. PROPERTY AND EQUIPMENT (continued}
2002
At cost 1080 2 363 2553 41 6047
Accumulated depreciation (282) (1625) (1563) (25) (3 495}
Carrying value 808 738 990 16 2 552
Movement in property and equipment
Opening balance 812 751 978 21 2562
Translation movements — 2 — 2 4
Additions 49 301 313 8 671
Disposals 10 (27) (31) 8} @7}
Depreciation (43} (289) (270) (6) (608)
Closing baltance 808 738 930 18 25852
Freehold property is valued every three years by both In terms of the Companies Act, details regarding
external and internal valuers, using the income yield freehold property are kept at each company’s registered
method. The most recent valuation was performed on office and this information will be made available to
31 December 2001 and the current surpius amounts to shareholders on written request.
R246 miffion (2003: R226 million, 2002: R274 miltion).
GROUP
2004 2003 2002
Rm Rm Rm
14. GOODWILL 84 132 16
At cost 224 228 65
Accumutated amortisation {140) @n (49)
Movements in goodwill 84 132 16
Opening balance 132 16 95
Disposals —_ — (22)
Additions 1 212 119
Amortisation charge (49) (42) (32)
Impairment charge — (54) (144)
Goodwill comprises:
Abvest Holdings Limited - 3 6
MLS Bank Limited subsidiaries 3 3 4
National Bank of Commerce Limited — Tanzania —_ — 6
Banco Austral, Sarl — Mozambigue 21 42 —
Absa Trading and Investment Solutions Holdings Limited (PSG) 60 84 —
84 132 16
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GROUP

2004 2003 2002
Rm Rm Rm
INTANGIBLE ASSETS
Computer software development costs 50 55 50
At cost 654 698 669
Accumulated amoriisation {604) (843) (819)
Movement in intangible assets
Computer software development costs 50 55 50
Opening balance 55 50 69
Net additions 10 29 16
Amortisation charge (15) {24) (34)
Impairment charge — — 1)
DEPOSITS AND CURRENT ACCOUNTS
Deposits from other banks 20471 19 708 13878
Deposits from central banks 3100 4121 4940
Call deposits 30 600 20 005 27278
Current accounts 46 058 41 339 43127
Savings and transmission deposits 16726 14 870 13 819
Negotiable certificates of deposit 29 925 39 949 23404
Fixed and notice deposits 51 468 45 898 38 454
Foreign currency deposits 22838 26 292 39728
Credit card deposits 2198 2072 2190
Accrued interest 1404 2 608 1927
Other deposits 9 592 5194 4921

234 380 222 056 213 766

Held at cost 220 927 222 056 213 766
Held at fair value 13453

234 380 222 056 213 766

Maturity analysis

On demand 119 047 95 824 110 383
Within 1 month 34 265 36 618 27 287
From 1 month to & months 54 299 58 157 51408
Between 6 months and 1 year 14 918 23 656 19 304
More than 1 year 11 851 7 801 5387

234 380 222 056 213 766
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ABSA GROUP ANNUAL REPORT 2004 /ANNUAL FINANCIAL STATEMENTS/
NOTES TO THE FINANCIAL STATEMENTS continued

GROUP
2004 2003 2002
Rm R Rm
16. DEPOSITS AND CURRENT ACCOUNTS (continued)

Geographical analysis
South Africa 213 002 194 913 176 213
Europe 13 712 16 780 27 084
Asia 2 662 3766 4017
Other African countries 4190 4844 5039
Americas 814 1753 1403

234 380 222 056 213 766

The maturity analysis is based on the remaining period from year-end to
contractual maturity.

17. TAXATION

17.1 Deferred taxation
Deferred income taxes are calculated on all temporary differences under
the liability method using a principal tax rate of 30% (2003: 30%,
2002: 30%).

The movement on the deferred income tax account is as follows:

Opening balance 960 969 1804
As previously stated 1228 969 1804
AC 133 opening balance adjustment (refer note 1) (268) — —

Deferred tax on net life income 17 (34) 21

Deferred tax on unrealised capital gains 16 60) —

Deferred tax raised on STC credits (6) — -

Acquisition of subsidiaries (15) 13 1

Income statement charge 192 421 (858)

Tax effect of translation and other differences — (81) 1

Closing balance 1164 1228 969

Deferred income tax assets and liabilities are offset when the income taxes
relate to the same fiscal authority and there is a legal right to offset at
settlement.

The foflowing amounts are disclosed in the balance sheet:

Deferred tax assets — normal (161) (223) (445)
Deferred tax assets — STC (8) - -
Deferred tax liabilities 1331 1451 1414

1164 1228 9569
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17. TAXATION (continued)
Tax effect of temporary differences hetween tax and baok value for:
Accruals and provisions 1490 1356 1200
Impairment of advances (221) (398) (539)
Property allowances 37 147 129
Unrealised gains on investments (115) 87) 249
Tax losses (27) 208 (70
1164 1228 969
Deferred income tax assets are recognised for tax losses carried forward
only to the extent that reafisation of the related tax benefit is probable
Deferred income tax liabilities have not been established for withholding tax
and other taxes that will be payable on the unremitted earnings of certain
subsidiaries, as such amounts are assumed to be permanently reinvested.
17.2 Taxation - income statement charge
South African normal - current year 1179 425 1015
South African normat — prior year 55 91 18
Deferred 192 421 (858)
Secondary tax on companies 74 52 77
Share of taxation of associated companies (refer note 12) 34 25 24
Foreign taxation 93 90 61
1627 1104 337
17.3 Indirect taxation — income statement charge
Payments to trusts 228 228 203
Value-added tax net of input credits 353 347 307
Regional Services Council levies 69 64 52
Stamp duty 6 42 48
Training levy 18 16 39
672 695 648
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17. TAXATION (continued)
17.4 Rate of taxation 30 30 30
The rate of taxation has been reduced as a consequence of:
Dividend incame (2 (2) (4)
Capital (gains)/losses on disposal of investments — (1) 3
Assessed fax losses — (@) (&)
Other permanent differences (3) (3) 1)
Secondary taxation on companies 1 1 4
Effective rate — taxation on income 26 24 21
Rm Rm Rm
17.5 Taxation liability
Normal taxation 562 327 740
Secondary tax on companies 5 — —
567 327 740
17.6 Future tax relief
The Group has estimated tax losses of R445 million (2003: R511 million,
2002: R214 million), of which R44 million (2003: R46 million, 2002:
R51 million) has been applied to reduce the deferred tax balances. The
above figures exclude tax losses of R388 million (2003: R718 million,
2002: R1 483 million) for which deferred tax assets have been raised
(refer note 17.1).
Recorciliation of tax relief
Opening balance 511 214 226
Operating losses incurred 249 17 —
Deferred tax asset not raised —_ 300 —
Operating losses utilised {312) (15) {21
Timing difference movement (3) {8) 9
Closing balance 445 511 214

17.7 Secondary tax on companies (STC)

The Group has accumulated STC credits of R203 miffion (2003: R155 million,
2002: R182 million) arising from dividends received and receivable that
exceed dividends paid. The value of these credits amounts to R25 million
(2003: R19 million, 2002: R23 million} and with effect from the current
financial year has been accounted for as a deferred tax asset. STC payable
by the Group in respect of the dividend approved and declared subseguent
to 31 March 2004 (refer note 27) amounts to R41 million.
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18. OTHER LIABILITIES
Trading liabilities (refer note 30.5) 30 080" 12 050* 193
Hedging liabilities 776 — —
Other creditors 6 256 5745 6 241
37 112 17 795 6434
13. PROVISIONS
Leave pay 291 240 231
Opening balance 240 231 201
Exchange difference {3) () 1
Acquisitions 3 1 —
Charge to income statement 114 51 107
Utilised during year (63) (42) (78}
Staff bonuses and incentives 509 447 304
Opening balance 447 304 271
Exchange difference (3) 2) 7
Acquisitions 1 — —
Charge to income statement 482 497 374
Utilised during year (418} (352) (348)
Audit fees 19 15 15
Opening balance 15 15 14
Exchange difference (1) (2) —
Additional provisions 1 — {5)
Charge to income statement 38 36 32
Utilised duri 4 34 2
ilised during year L (34) (34) (26)
Provisions for claims and losses 453 379 369
QOpening balance 379 369 421
Exchange difference (20) — -
Charge to income statement 165 368 179
Utilised during year (71) (358) (231)
1272 1081 919

“Previously, netting was applied where ISDA netting agreements were in place. In respect of the 2004 financial year, netting was appifed only where
a legalfy enforceable right to set-off exists and there is an intention to seftle on a net basis or to settfe on the same day. The full disclosure of
unrealised gainsiiosses on derivatives is set out in note 30.
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20. INSURANCE FUNDS
Life assurance fund (refer note 20.1) 3781 1159 1231
Short-term insurance fund 334 237 222
4115 1386 1453
20.1 Life assurance fund
Opening balance 1159 1231 953
Adjustment to opening balance owing to inclusion of cell captives 1449 — —_
Transfer from/(to) income statement for the year (refer note 25.4) 1173 (72) 278
Balance at end of year 3781 1159 1231
20.2 Embedded value
Details of the life assurance fund embedded value and value of new
business are provided on page 113.
21. SUBORDINATED DEBT
The subordinated debt instruments listed below qualify as secondary capital
in terms of the Banks Act, 1990.
21.1 Subordinated convertible loans 138 286 478
Interest rate Conversion date
13,85% effective 15 September 2003 — 46 138
12,85% effective 25 November 2003 — 29 68
16,60% effective 20 Qctober 2005 138 211 272

The above loans are unsecured and are compulsorily convertible by Absa
Group Limited into ordinary shares of Absa Bank Limited at the dates set

out above.

21.2 Redeemable convertible cumulative preference shares 29 — —
Preference dividend rate Redemption date Number
5,0% fixed rate 12 March 2006 848 478 29 — —

The dividends on the 5,0% fixed rate convertible cumulative preference
shares are compounded and payabie semi-annuafly on 31 March and
30 September The shares were issued by Meeg Bank Limited on
12 March 2001 and the mandatory redemption date is 12 March 2006. The
shares are convertible into ordinary shares at the option of the preference
shareholders on redemption date.
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21.
21.3

21.4

SUBORDINATED DEBT (continued)
Unsecured subordinated redeemable debentures
Interest rate Redemption date Number

15,70% 20 October 2004 300
14,65% 20 October 2005 200
14,45% 20 October 2005 300
17,90% 25 November 2005 250

The above debentures are redeemable in full on the dates noted above
Interest is paid semi-annually in arrear at the interest rates set out above.
Interest rate Redemption date Number

Prime linked 30 September 2003 16

The above debentures were redeemable prior to their original redemption
date.

Subordinated callable notes

Interest rate Final maturity date

15,00% 1 March 2010

14.25% 22 March 2014
10,75% 26 March 2015
3-month JIBAR + 0,75% 26 March 2015

The 15,00% notes may be redeemed at the option of Absa Bank Limited
on 1 March 2005. Interest is paid semi-annually in arrear on 1 March and
1 September.

The 14,25% notes may be redeemed at the option of Absa Bank Limited on
22 March 2009. Interest is paid semi-annually in arrear on 22 March and
22 September of each year, provided that the tast date for payment shall be
22 March 2003 and quarterly in arrear thereafter on 22 March, 22 June,
22 September and 22 December, with the first quarterly payment commencing
on 22 June 2009.

The 10,75% fixed rate notes may be receemed at the option of Absa Bank
Limited on 26 March 2010. Interest is paid semi-annually in arrear on
26 March and 26 September of each year, provided that the last date for
payment shall be 26 March 2010. If Absa Bank Limited does not exercise
the redemption option, then interest is payable thereafter at a floating rate
of 3-month JIBAR plus 4,35% quarterly in arrear on 26 March, 26 June,
26 September and 26 December, with the first quarterly payment commencing
on 26 June 2010.

The 3-month JIBAR floating rate notes may be redeemed at the option of
Absa Bank Limited on 26 March 2010. Interest is paid quarterly in arrear on
26 March, 26 June, 26 September and 26 December of each year, provided
that the last date for payment shall be 26 March 2010. If Absa Bank Limited
does not exercise the redemption aption, then the coupon rate payable after
26 March 2010 reprices from 3-month JIBAR pius 0,75% to 3-month JIBAR
plus 3,70%.

The notes are listed on the Bond Exchange of South Africa. Preliminary
expenses relating to the placement of the notes were capitalised and are
expensed systematically over the period of the notes.

1050
1050

1050
1050

1068
1050

300
200
300
250

300
200
300
250

300
200
300
250

16

16

5850

4350

2850

1250
3100
1100

400

1250
3 100

1250
18600

7087

5686

4394
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22. SHARE CAPITAL
Authorised
800 000 000 (2003 and 2002: 700 000 000) ordinary shares of R2 each 1600 1400 1400
fssued
651 055 074 (2003: 651 546 749, 2002: 651 546 749) ordinary shares
of R2 each 1302 1303 1303
Less: 5 375 693 shares held by the share incentive trust {11) — -
1291 1303 1303
Unissued shares
All the unissued shares are under the control of the directors in terms of a
general authority to allot and issue them on such terms and conditions and
at such times as they deem fit.
This authority expires at the forthcoming annual general meeting of the
Company.
The Group has a share incentive scheme in terms of which shares are
issued and options are granted. Details of the share incentive scheme are
set out on page 108. As required by the JSE Securities Exchange of South
Africa, the share incentive trust has been consclidated into the Group
annual financial statements for the first time during the current financial
year.
Refer to the directors’ report on page 36 for details of the odd-lot offer and
repurchase of shares.
23. RESERVES
23.1 Non-distributable reserves
Foreign currency translation reserve/(deficit) (79) 207 918
Insurance contingency reserve 104 70 75
Share of post-acquisition reserves of associated companies 383 295 244
Regulatory general credit risk reserve 332 — —
Fair value gains in respect of cash flow hedges 95 — —
Fair value deficits in respect of available-for-sale assets (80) — —
Unrealised (loss)/gains on investments held by short-term
insurance company — (129) 171
755 443 1408
23.2 Distributable reserves
Retained income 15 995 13 588 11092
Total reserves 16 750 14 031 12 500
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24. MINORITY SHAREHOLDERS’ INTEREST
At beginning of year 241 151 490
Net (disposals)/acquisitions (22) 64 1"
Share of net incomef{loss) attributable to minorities 91 70 {380)
Dividends (96) (10) (28)
Foreign currency translation movement (43) (34) 58
At the end of the year 17 241 151
25. INCOME AND EXPENDITURE
251 Turnover
Turnover is a concept not relevant to the business of banking. The Group's
revenue consists of net interest income, service fees, commissions, net
trading income, insurance-related and other income.,
25.2 Interest income
Advances 26213 27 036 21500
Cheque accounts 1710 1999 1793
Corporate overdrafts 298 378 314
Credit cards 676 628 533
Foreign currency loans 853 1 454 998
Instalment credit agreements 4 405 4 267 3171
Mortgage loans 12 042 12 974 9793
Gross interest earned 12 292 12 974 9793
Origination cost amortised (250) —_ —
Other advances 14 951 635
Overnight finance 468 540 349
Micro loans 424 491 1022
Personal loans 1547 15653 1169
Preference shares 273 236 174
Specialised and project finance 1642 1565 1489
Interest accrued on impaired advances 324 — —
Movement in “fair value election” advances 60 — —
Cash and short-term assets 318 426 281
Money market assets 400 664 573
Capital market assets 373 813 853
Statutory liquid asset portfolio 1470 1360 1310
Other interest and hedging income 127 — —
28 901 30 299 24 517
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25. INCOME AND EXPENDITURE (continued)

25.3 Interest expense

Deposits 17 939 20 064 15210
Call deposits 2167 4 356 2963
Chegque account deposits 2631 3030 2245
Credit card deposits 127 165 181
Fixed deposits 4908 4076 3295
Foreign currency deposits 538 1326 1475
Negotiable certificates of deposit 4 659 4 457 3 355
Notice deposits 983 1631 1033
Other deposits 1307 322 310
Savings and transmission deposits 550 701 373
Movement in “fair value election” deposits 69 — —
Subordinated debt 980 929 611
Indirect interest costs 264 474 312
19 183 21467 16 133
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25. INCOME AND EXPENDITURE (continued)
25.4 Non-interest income
Banking-related income 8 700 7 821 6743
Commissions and fees 6712 6 044 5282
Net trading income* 987 1075 855
Knowledge-based income 159 130 235
Valuation fees 78 63 61
Unit and property trust income 174 119 43
Pension fund payment services 421 267 157
Cther banking income 169 123 110
Insurance-related income 1553 1084 989
Net broking commissions 399 338 311—‘
Net profit on realisation of investments 55 176 79
Unrealised gain from “fair value election” investments 262 — —
Trust and estate income 148 128 113
Net insurance underwriting surplus 231 115 180
Net life surplus 283 178 214
Excess of income over outgo 1456 106 492
Transfer tof({from) life fund (1173) 72 {278
Other 175 148 92
Investment income 368 129 (99)
Net profit/(ioss) on realisation of investments 176 (40) (198)
Net profif{ioss) on fair value election investments 148 {40y {198
Net profit/(loss) on available-for-sale investments 4 — —
Profit on disposal of subsidiary 26 — —
Oividend income 192 169 97
Other activities 132 93 61
Profit on disposal of property and equipment 45 30 —
Property development profits 10 38 39
Property rentals 77 25 22
10 753 9127 7 694
*Funding costs of trading activities are Included under interest expense
(refer to note 25.3). 110 378 205
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25. INCOME AND EXPENDITURE (continued)
25.5 Operating expenditure
Amortisation 64 66 66
Computer software development costs 15 24 34
Goodwill 49 42 32
Auditors’ remuneration 49 39 32
Audit fees 38 34 30
Underprovision prior year — 2 —
Other fees L 11 3 2
Depreciation 663 632 608
Freehold property 48 50 43
Computer equipment and systems 343 294 289
Furniture and other equipment 268 281 270
Motor vehicles L 6 7 6
Impairment charge — 49 27
Computer software development costs —_ - 1
Associated companies and long-term investments* L —_ 49 26
Information technology costs 873 916 764
Marketing costs 395 320 342
Operating lease charges 689 585 536
Office premises 665 567 517
Equipment 24 18 19
Other professional fees 783 485 370
Staff costs (refer to note 25.6) 5708 5338 4872
Other expenses 2455 2350 2083
11 679 10 780 9700
25.6 Staff costs
Salaries 4821 4 501 4234
Employer contributions to retirement funds 31 301 262
Training costs 113 111 84
Other 463 425 292
5708 5338 4 872

*Now disclosed separately in note 25.7.
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25. INCOME AND EXPENDITURE (continued)
25.7 Impairment charge
Goodwill — 54 144
Freehold property 38 — —
Strategic investments 78 — —
116 54 144
26. DETERMINATION OF HEADLINE EARNINGS
PER SHARE
26.1 Headline earnings
Headline earnings is determined as follows:
Net income attributable to shareholders 4 505 33 1686
Net profit on disposal of property and equipment {45} (30} —
Profit on disposal of “available-for-sale” assets {150) e —
Profit on disposal of strategic investments (16) (16) 26
Impairment of strategic investments, associates and property 104 — —
Goodwill written off and impaired 49 96 176
4 447 3441 1888
26.2 Earnings and headline earnings per share

Earnings per share is calculated on net income attributable ta shareholders
of R4 505 million (2003: R3 381 million, 2002: R1 686 million) and headline
earnings per share is calculated on R4 447 million (2003: R3 441 million,
2002: R1888 million), based on the weighted average number of
645 890 291 ordinary shares (2003: 651 546 749, 2002: 648 579 626) in
issue during the year. Diluted earnings per share is calculated on net income
attributable to shareholders of R4 505 miilion {2003: R3 391 million, 2002.
R1 886 million) and diluted headline earnings per share is calculated on
R4 447 million (2003: R3 441 million, 2002: R1 888 million), based
on the weighted average number of 651 332 868 (2003: 651 546 749,
2002: 848 579 626) ordinary shares in issue during the year.
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27. DIVIDENDS
Final dividend number 33 of 85 cents per ordinary share
(2003: 63 cents, 2002: 72 cents) 554 410 467
Interim dividend number 34 of 72 cents per ardinary share
(2003: 60 cents, 2002: 53 cents) 469 391 343
Total dividends paid during the year 1023 801 810
Interim dividend number 34 of 72 cents per ordinary share
(2003: 60 cents, 2002: 53 cents) 469 3N 343
Final dividend number 35 of 110 cents per ordinary share
(2003: 85 cents, 2002: 63 cents) 716 554 410
Total dividends relating to income for the year 1185 945 753
A final dividend of 110 cents per ordinary share was approved by the board
on 28 May 2004. No provision has been made for this dividend and the
related STC in the financial statements for the year ended 31 March 2004,
28. CONTINGENCIES
Guarantees 12 868 10131 12 665
Letters of credit 3351 3819 3 591
Commercial paper 418 325 323
16 637 14 275 16 579
No materiai losses, other than those for which provision has been made in
the financial statements, are anticipated as a result of these transactions.
29, COMMITMENTS
Capital expenditure
Authorised and contracted for 226 79 79
Authorised but not contracted for 19 36 69
245 115 148
Funds to meel these commitments will be provided from internal Group
resources.
Operating leases
Office premises 3997 4 446 5370
Within 1 year 627 618 484
From 1 year to 5 years 1903 1933 2043
More than & years 1467 1895 2843
Equipment 40 73 48
Within 1 year 8 36 17
From 1 year to 5 years 32 37 31
Tota! operating lease commitments 49037 4519 5418
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30. DERIVATIVE
FINANCIAL
INSTRUMENTS
30.1 Trading
Foreign exchange derivatives
Forward exchange contracts 369422 1909 19 568 {17 659) 448640 3082 422842 773
Currency swaps 718 (9) [ (15) 6 561 187 — —
Currency interest rate swaps 56 106 (1713) 854 (2 567) — — - —
OTC foreign exchange options B42 B 158 {150) 9 358 231 21197 204
OTC foreign exchange options
purchased 477 158 158 —_ 4 690 476 8263 832
OTC foreign exchange
options written 365  (150) — (150) 4668  (245) 12934 (428)
OTC derivatives 427 088 195 20 586 (20 391) 464 559 3500 444 039 a77
Eurodollar futures 37673 1 86 {75) 1608 28 14 6840 (25)
Exchange traded
derivatives 37673 11 86 {75) 1 606 28 14 640 (25)
Total 464 761 206 20 672 {20 466) 466 165 36528 458679 952
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30. DERIVATIVE

FINANCIAL
INSTRUMENTS
{continued)
Interest rate derivatives
Forward rate agreements 272 855 49 218 {169) 108 277 9 73969 5)
Swap contracts 214128 (300) 3937 (4 236) 205711 291 229916 3908
OTC options on FRAs and
swaps 12 058 (21) 33 (54) 3650 (10) 18734 13
OTC options on FRAs and
swaps purchased 7100 33 33 — 840 — 11162 16
OTC options on FRAs and
swaps written 4958 (54) — (54) 2810 (10} 7572 (3)
QTC bond option contracts 1331 {2) 4 {6) 265 1) 4025 48)
OTC bond options purchased 650 4 4 — 125 2 2 150 53
OTC bond options written 681 {6) — (6) 140 (3) 1875 (101)
Cther OTC interest rate
derivatives — —_ — — 1625 7 — —
Total OTC derivatives 500 372 (274) 4192 (4 465) 319528 296 326644 3868
Exchange traded futures 8 565 —_ — — 19 344 — — —
Exchange traded derivatives 8 565 — - — 18 344 — — —
Total 508 937 (274) 4192 (4 465) 338 872 296 326644 3868
Equity derivatives
OTC options purchased 2929 102 102 — 14 — 318 7
OTC options written 3302 (280) — (280) 306 (12) 173 —
Other OTC equity derivatives — — — — — — 22 8
OTC derivatives 6231  (178) 102 (280) 320 (12) 513 15
Exchange traded options
purchased 2 200 (6) 16 (22) 482 (44) 4153 725
Excharge traded options written 1873 (5) 10 (15) 821 21 3831 (687)
Exchange traded futures 679 175 188 (13) 292 (75) — —
Other exchange traded equity
derivatives 68 (10) 40 (50) — — 273 9)
Exchange traded derivatives 4 820 154 254 {100) 1585 (98) 8 257 29
Total 11 051 (24) 356 (380) 1915 (110) 8770 44
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30. DERIVATIVE
FINANCIAL
INSTRUMENTS
{continued)
Commodity derivatives
Agricultural forwards 87 2 9 (7) 237 127 41 18
OTC agricultural options
purchased 44 2) —_ (2) —_ — — _
OTC options on gold 953 5 22 (17) 1598 18 4992 12
OTC gold options purchased 537 22 22 — 852 91 2 409 139
OTC gold options written 418 (17) - {17) 746 (73) 2583 (127)
Other OTC commodity
derivatives 2692 (23) 2827 (2 850) 90 — 4424 138
OTC derivatives 3776 (18) 2858 (2 876) 1925 145 9457 168
Exchange traded agricultural
options purchased — — — — 46 " 157 10
Exchange traded agricultural
options writien 44 2) — (2) 38 6) 101 {25)
Exchange traded
agricultural futures 90 5 5 — 230 106 12 8
Other exchange traded
commodity derivatives 228 1 272 (271) — — — —
Exchange traded derivatives 362 4 277 (273) 314 11 370 (7}
Total 4138 14) 3135 {3 149) 2239 256 9827 161
Credit derivatives
Credit derivatives purchased 98 {1 —_ {1) 131 — — —
Credit derivatives written 418 3 3 — 484 3 — —
Total 516 2 3 4] 515 3 — —
Total trading 989 403 (104) 28 358 (28 461) 808806 3973 803820 5025
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30. DERIVATIVE
FINANCIAL
INSTRUMENTS
{continued)
30.2 Hedging
Cash flow hedges
Interest rate 23 069 138 168 (30)
Total 23 069 138 168 (30)
Non-qualifying hedges
Currency 3061 (60) 9 {69}
interest rate 41 535 (521) 156 {677)
Total 44 596 (581) 165 (746)
Total hedging 67 665 (443) 333 (776) 53524  (BO9) 50205 (515)

Total derivative instruments 1 057 068 (547) 28 691 (29 237) 863330 3164 854125 4510

2004
Lessthan1 1toSyears Morethan5 Total
year years
% % % %
30.3 Maturity analysis
Trading
Foreign exchange derivatives 29,5 36 19,3 52,4
Interest rate derivatives 4,0 4,2 11,1 19,3
Equity derivatives 8,1 0.1 — 8,2
Commaodity derivatives 1,0 1,2 0,1 2,3
Total trading 42,6 9.1 30,5 82,2
Hedging
Cash flow hedges 21 1,0 —_ 3,1
Currency — —_ — —
interest rate 21 1,0 — 31
Non-qualifying hedges 46 8,7 1.4 14,7
Currency 1,5 0,1 — 1,6
Interest rate 31 8,6 1,4 13,1
Total hedging 6,7 9,7 1,4 17,8
Total derivative instruments 49,3 18,8 31,9 100,0
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2003

Less than 1 1to5years Morethan5 Total
year years
GROUP % % % %
30. DERIVATIVE FINANCIAL
INSTRUMENTS (continued)
Trading
Foreign exchange derivatives 42,1 9.8 69 58,8
Interest rate derivalives 24 10,8 83 21,5
Equity derivatives 1,6 0,3 — 19
Commodity derivatives 3.9 0.4 — 4.3
Credit derivatives a1 — —_ Q0,1
Total trading 50.1 213 15,2 86,6
Hedging
Foreign exchange derivatives 0.3 — -— 03
Interest rate derivatives 28 7.7 2,8 131
Credit derivatives — — — —
Total hedging 31 7.7 28 134
Total derivative instruments 532 29,0 17.8 100,0
2004 2003 2002
Notional Fair  Fair value Fair value Notional Fair  Notional Fair
amount  value assets  liabilities amount  value amount value
Rm Rm Rm Rm Rm Rm Rm Rm
30.4 Unsettled transactions”
Carry and repurchase
transactions purchased — — —_ — 8716 9454 13 652 13 162
Carry and repurchase
fransactions sold —_ — —_ — 4942 (5338) 5238 (5069)
Unsettled gilts — - — — 5163 4692 5192 279
Unsetiled gilts purchased - —_ -— — 4858 5238 2738 2587
Unsettled gilts sold — — — — 305 (547) 2454 (2308)
Other unsettled transactions -— —_ — — 341 (1} — _
Total unsettled transactions — — - — 19162 8807 24082 8372

* Unsettied transactions

The Group has adopted trade date accounting in terms of the implementation of AC 133. Accordingly, alf unsettled transactions have been
recorded on the balance sheet for the cursrent financial year
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30. DERIVATIVE FINANCIAL INSTRUMENTS (continued)
30.5 Classification
Total derivative instruments 28 691 {29 237)
Less: Exchange traded derivatives settled {617) 448
Add: Other trading instruments (473) (515)
Add: Hedging instruments (Notes 9 and 18) 333 {776)
Total trading instruments (Notes 8 and 18) 27934 (30 080)

Oerivative financial instruments

Derivative financial instruments are entered into in the
normal course of business to manage various financial
risks. Derivative financial instruments entered into in
terms of asset and liability management strategies are
defined as hedging transactions and such instruments
are accounted for in terms of the Group's accounting
policies as set out in note 6.2.1 (refer page 48). There
are no commitments or contingent commitments under
derivative financial instruments that are not settled other
than with cash.

Notionat amount

The gross notional amount is the sum of the absolute
value of all bought and sold contracts. The notional
amount will not generally refiect the amount receivable
or payable under a derivative contract. The notional
amount should be viewed only as a means of assessing
the extent of the Group’s participation in derivative
contracts and not the market risk position or the credit
exposure arising on such contracts.

Fair value

The amounts disclosed represent the net fair value
as at year-end of all derivative financial instruments
held. The fair value of a derivative financial instrument
represents the market value if the rights and obligations
arising from derivative instruments were closed out by
the Group in orderly market conditions at year-end.
Fair values are obtained from quoted market prices,
discounted cash flow models and option pricing models,
where appropriate.

Fair value assets and liabilities

The fair value assets and liabilities represent the fair
value of derivative financial instruments aggregated per
counterparty. The impact of master netting agreements
is not taken into account in determining the on-balance-
sheet fair value of assets which represent the credit
exposure arising on such contracts.

Other information

information regarding derivative financial instruments
and other banking risks, additional to those inciuded in
this note, is provided in the risk management section of
the detailed Absa Group Limited annual report.
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GROUP

2004 2003 2002
Rm Rm Rm
31. MANAGED FUNDS
Estates 1188 1039 739
Portfolio management 11 588 10573 2167
Trusts 3091 2803 3088
Participation bond schemes 1242 1128 954
Unit trusts 35158 22770 24 346
Property funds 13 280 10 371 9025
Other 4648 6857 795
70 195 55 541 41114
The above assets are managed in a fiduciary capacity on behaif of clients.
32. RELATED PARTY TRANSACTIONS 32.3 Loan to Absa Group Limited Share Incentive
Absa Group Limited is the ultimate holding company in Scheme
the Absa Group, The shares are widely held by public Absa Bank Limited has extended a loan of R237 miliion
and non-public shareholders (2003: R438 million, 2002: R424 million) to the Absa
21 . . Group Limited Share Incentive Scheme. This loan is
32.1 Subsidiary companies secured by a cession of 5 375 693 (2003: 14 590 274,
Absa Group Limited and its subsidiaries entered into 2002: 14 691 980) shares owned by the Absa Group
various financial services transactions with fellow Limited Share Incentive Scheme in Absa Group Limited.
subsidiaries and other related parties during the year. This loan is eliminated on consclidation.
These transactions are entered into in the normal
course of business under terms that are no more
favourable than those arranged with third parties.
Refer to note 11 and page 106 for detailed disclosure of
investments in subsidiaries.
32.2 Associated companies

Absa Group Limited and its subsidiaries entered
into a limited number of non-material fransactions with
associated companies during the vyear These
transactions are entered into in the normal course of
business, under terms that are no more favourable than
those arranged with third parties.

Refer to note 12 and page 106 for detailed disciosure of
investments in associated companies.
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GROUP
2004 2003 2002
Rm Rm Rm

32. RELATED PARTY TRANSACTIONS (continued)

32.4 Directors
Directors’ emoluments
Executive directors 23,5 22,3 6.8
Fees for services as director 0,3 0,2 0,1
Salaries 8,2 6,2 36
Retirement fund contributions 0,6 Q0,5 0,3
Bonuses 12,8 132 0.8
Gain on exercise of share options 0,8 12 1.0
Other perquisites 0,8 1,0 1.0
Non-executive directors 45 42 80
Fees for services as director 2,8 2,7 2,2
Gain on exercise of share options - — 45
Other services 1,8 1.5 1,3
Paid by subsidiary companies {26,8) (25,4} (13,9}

1,3 11 0.8

For further detail on the relationships between Absa 240 000). The share options were granted on the same
Group Limited and its subsidiaries with the directors and terms and conditions as those offered to other employees
officers of the Group refer to the directors’ report on of the Group. The outstanding number of shares and
pages 36 and 38 respectively. The bonuses disclosed share options granted to the executive directors at the
are bonuses paid and payable in terms of the Absa end of the year was 2 193 187 (2003; 1 534 798, 2002;
Group performance for the financial year. 856 855)

32.5 Share options granted to executive directors

The aggregate number of shares and share options
granted to the executive directors of the Company
during the year was 720 000 (2003: 375 000, 2002:

GOABSA /94




33.

RETIREMENT FUNDS

With the exception of certain employees who have
exercised an option not to become members, alf full-time
permanent employees are members of the Absa Group
Pension Fund (the fund} which has a defined benefit and
a defined contribution structure. All members at 31
March 1997 had the option to convert to the defined
contribution structure of which the majority did. Members
joining the fund on or after 1 April 1997 are entitled to
benefits under the defined contribution structure.

Of the employees belonging to the fund, 89,8% (2003:
99.7%. 2002: 99,7%) were members of the defined
contribution structure, while §,2% (2003: 0,3%, 2002;
0,3%) were members of the defined benefit structure. As
at 31 March 2004, the defined benefit structure had 74
(2003: 87, 2002: 91) contributing members.

The fund is financed by company and employee
contributions and investment income. Company
contributions in respect of the defined benefit structure
are based on actuarial advice and are expensed in the
income statement. It is Absa’s policy to ensure that the
fund is adequately funded to provide for the benefits of
members, and particularly to ensure that any shorffall
with regard to the defined benefit structure is being met
by way of additionaf contributions.

The benefits provided by the defined benefit structure
are based on a formula taking into account years of

The pension fund costs were as follows:

membership and remuneration levels. The benefits
provided by the defined contribution structure are
determined by accumulated contributions and returns on
investments.

The fund is governed by the Pension Funds Act, 1956,
which requires that an actuarial valuation be carried out
at least every three years. The most recent vatuation of
the fund was effected on 1 April 2002 and confirmed
that the fund was in a sound financial position.

Liabilities in respect of the defined benefit structure are
calculated based on assumptions regarding the expected
experience in respect of death, withdrawals, early
retirement, family statistics, rate of increase in
pensionable remuneration and medical subsidies,
administration costs and the expected yield on assets.

The most recent valuation of the fund was,
consistent with previous valuations, performed using a
projected benefit method in respect of the defined
benefit structure, and confirmed that the fair value of the
assets in respect of the defined benefit structure of the
fund, amounting to R3 153 million (2003: R2 915 million,
2002: R2 630 million), exceeded the value of the
actuarially determined liabilities, amounting to R2 701
million (2003: R2 500 million, 2002: R2 256 millicn), by
R452 million (2003: R415 million, 2002: R374 million).
Current contribution levels are also considered to be
adequate to meet future obligations.

34.

2004 2003 2002

Rm Rm Rm

Employer contributions to defined contribution structure 294 279 261
Employer contributions to defined benefit structure 1 1 1
Subsidiary companies’ employer contributions to non-Absa schemes 16 21 —
311 301 262

POST-RETIREMENT MEDICAL AID
CONTRIBUTIONS

The Group has no commitments in respect of medical
aid contributions of pensioners that retired after

31 March 1996. Future liabilities in respect of pensioners
that retired prior to 1 April 1996 have been provided for
in the Absa Group Pension Fund.
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35.

COMPARATIVE FIGURES

Comparative figures have been regrouped where  restated as money market assets, capital market assets and

necessary. statutory liquid asset portfolio (notes 3, 4 and 5) in order to
Short-term money market assets and government and  reflect the business intention more accurately. The effect of
other securities were previously disclosed on the face of  regrouping comparatives is reflected in the table befow:

the balance sheet. These categories have been

Previous Regrouping Current
disclosure adjustment disclosure
Rm Rm Rm
2003
Money market assets (previously short-term money market assets} 11 740 (6 656) 5084
Capital market assets (previously government and other securities} 16 785 6 314) 10 471
Liquid asset portfolic — 12 970 12 970
28 525 — 28 525
2002
Money market assets {previously short-term money market assets) 11381 (6 148) 5233
Capital market assets (previously government and other securities) 17 624 (7 529) 10 095
Liquid asset portfolio — 13 677 13 677
29 005 — 29 005
In note 25.2, interest income, interest received from micro loans has been
disclosed separately as indicated betow:
2003
Personal loans 2044 (491) 1553
Micro loans — 491 481
2002
Personal loans 2191 (1022} 11869
Micro loans — 1022 1022
In note 25.4, non-interest income, the following reclassification was made:
2003
Commissions and fees 6139 (95) 6 044
Unit and property trust income 24 95 119
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GROUP

ZAR usb GBP Eurp Other Total

31 March 2004 Rm Rm Rm Rm Rm Rm
36. GROUP CURRENCY

PROFILE
Assets
Cash and short-term assets 10 247 2411 355 681 364 14 068
Money market assets 2340 162 703 3 480 3688
Capital market assets 1922 2292 108 3612 1227 9161
Statutory liquid asset portfolio 12 598 — — — — 12 598
Advances 206 411 10 504 734 2 958 1788 222 395
Other assets 32997 528 52 482 82 34 141
Investments and subsidiaries 5501 208 14 46 25 5792
Associated companies 624 — — — - 624
Property and equipment 2417 1 22 3 154 2 597
Intangible assets and goodwill 107 — — — 27 134
Deferred taxation 74 2 71 20 — 167
Client liabilities under acceptances 1446 37 — — — 1483
Total assets 276 684 16 143 2 059 7815 4147 306 848
Liabilities
Deposits and current accounts 206 017 18 206 1201 5 468 2488 234 330
Deferred taxation 1306 - — 17 8 1331
Other liabilities and provisions 37 444 40 a3 32 775 38 384
Taxation 540 — 20 — 7 567
Insurance funds 4115 — — — — 4115
Subordinated debt 7 067 — — — — 7 067
Liabilities to clients under acceptances 1446 37 — —_ — 1483
Total liabilities 257 935 19 283 1314 5817 3278 287 327
Share capital and premium 2600 — — — — 2600
Reserves 16 708 (272) 37 222 55 16 750
Shareholders’ funds 19 308 272) 37 222 55 19 350
Minority shareholders’ interest 171 - — — — 171
Total liabilities and shareholders’
funds 277 414 19 011 1351 5739 3333 306 848
Gross currency position {2 868) 708 2078 814 730
Foreign currency derivative 737
Net currency position 1487
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GROUP

ZAR uso GBP Euro Other Totat

31 March 2003 Rm Rm Rm Rm Rm Rm
36. GROUP CURRENCY

PROFILE (continued)
Assets
Cash and short-term assets 9281 2249 133 317 637 12617
Money market assets 2786 39z 1204 5 697 5084
Capital market assets 2012 3441 145 3620 1253 10471
Statutory liquid asset portfolio 12970 — — — — 12 870
Advances 172 208 20 560 520 3598 2411 199 297
QOther assets 18 968 54 72 26 361 16 481
Investments and subsidiaries 2968 197 18 138 185 3 506
Associated companies 450 — —_ — —_ 450
Property and equipment 2383 2 29 5 194 2613
Intangible assets 163 — — — 24 187
Deferred taxation 183 — 40 — — 223
Client liabilities under acceptances 2139 24 — 1 1 2165
Total assets 226 511 26 919 2161 7710 5763 269 064
Liabilities
Deposits and current accounts 189 303 23135 1024 5605 2892 222 056
Deferred taxation 1440 — — — 11 1451
Other liabilities and provisions 17 932 88 100 188 568 18 876
Taxation 305 2 — — 20 327
Insurance funds 1396 — — — — 1396
Subordinated debt 5686 - — — — 5 686
Liabilities to clients under acceptances 2139 24 — 1 1 2 165
Total liabilities 218 201 23 248 1121 5794 3592 251957
Share capital and premium 2835 — — — — 2835
Reserves 13789 (53) (31) 225 101 14 031
Shareholders’ funds 16 624 (53} (31} 225 101 16 866
Minarity shareholders’ interest 241 — — — —_ 241
Total liabilities and shareholders’
funds 235 066 23 196 1090 6019 3693 269 084
Gross currency position 3728 1071 1691 2070 8 555
Foreign currency derivative 339
Net currency position 8894
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GROUP

2AR usD GBP Euro Other Totat

31 March 2002 Rm Rm Rm Rm Rm Rm
36. GROUP CURRENCY

PROFILE (continued)
Assets
Cash and short-term assets 7972 2147 269 612 688 11 688
Money market assets 2020 622 901 98 677 4318
Capital market assets 2359 4 880 249 2415 1007 11010
Statutory liquid asset portfolio 13 677 — — — — 13677
Advances 160 000 17 338 1678 2668 2176 183 860
Other assets 12 039 495 148 27 309 13018
Investments and subsidiaries 2839 376 52 211 252 3530
Associated companies 179 89 - — 174 442
Property and equipment 2 368 5 44 10 125 2 582
intangible assets 65 — — 1 — 66
Deferred taxation 380 — 36 — 29 445
Client liabilities under acceptances 2651 43 — — — 2694
Total assets 206 349 26 085 3377 6042 5437 247 300
Liabilities
Deposits and current accounts 174 038 28 728 1869 4 684 4 447 213 766
Deferred taxation 1379 — — — 35 1414
Other liabilities and provisions 5 901 94 188 102 1068 7 353
Taxation 631 — 15 - 94 740
Insurance funds 1453 — — — — 1453
Subordinated debt 4394 — — — — 4394
Liabilities to clients under acceptances 2651 43 — — - 2694
Total liabilities 190 447 28 865 2072 4786 5 644 231 814
Share capital and premium 2835 —_ — — — 2835
Reserves 11 836 54 73 242 295 12 500
Shareholders’ funds 14 671 54 73 242 295 15 335
Minority shareholders’ interest 151 — — — — 151
Total liabilities and sharehoiders’
funds 205 269 28 918 2145 5028 5939 247 300
Gross currency position (2 824) 1232 1014 (502) (1 080)
Foreign currency derivative 528
Net currency position {552)

Note

Balance sheets of off-shore subsidiaries/branches/representative offices were translated at the appropriate exchange rate

at year-end as set out below.
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GROUP
One South African rand equals 2004 2003 2002
36. GROUP CURRENCY PROFILE (continued)
Principal foreign currency conversion rates
Japanese yen 16,4204 14,9701 11,6167
Pound sterling 0,0861 0,0797 00,0616
United States dollar 0,1579 01261 0,088
Euro 0,1292 0.1157 0,101
Tanzanian shillings 175,439 112,866 87.426
Mozambican meticals 3 676,471 2 624,000 —
The above exchange rates were used to translate foreign currency monetary
items to South African rand at the financia! year-end.
GROUP
On Within From 1 year  More than Total

demand 1year to5years 5 years years

31 March 2004 Rm Rm Rm Rm Rm
37. GROUP LIQUIDITY PROFILE

Assets
Cash and short-term assets 11 206 2862 — — 14 068
Money market assets 600 3021 87 - 3688
Capital market assets 543 2387 3621 2640 9 161
Statutory liquid asset portfolio 15 6788 5772 23 12 598
Advances 31769 34 823 58 326 97 477 222 395
Other assets 2906 30 598 534 102 34 141
[nvestments and subsidiaries 1538 3117 1036 1 5792
Assaciated companies — — 15 609 624
Property and equipment — 150 1018 1429 2597
Intangible assets — 100 34 — 134
Deferred taxation — 103 44 20 167
Client fiabilities under acceptances — 1208 275 — 1483
Total assets 48 577 85128 70742 102 401 306 848
Liabilities
Deposits and current accounts 118 768 92 405 18 611 4 598 234 380
Deferred taxation — 104 777 450 1331
Other liabilities and provisions 2082 34 856 832 814 38 384
Taxation — 529 38 — 567
Insurance funds — 334 — 3781 4115
Subordinated debt — — 1217 5 850 7 067
Liabilities to clients under acceptances — 1208 275 — 1483
Total liabilities 120 848 129 436 21750 15293 287 327
Share capital and premium - 2 600 2 600
Reserves — 667 — 16 083 16 750
Shareholders’ funds — 667 — 18 683 19 350
Minority shareholders’ interest — — — 171 171
Total liabilities and shareholders’ funds 120 848 430 103 21 750 34147 306 848
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GROUP

On Within ~ From 1 year More than Total
demand 1 year to 5 years 5 years years
31 March 2003 Rm Rm Rm Rm Rm
37. GROUP LIQUIDITY PROFILE (continued)
Assets
Cash and short-term assets 11819 798 — — 12817
Money market assets 497 11142 10 — 11740
Capital market assets 403 778 10 003 5601 16 785
Advances 23 825 36 604 47 458 91410 198 297
Other assets 13 681 5621 103 78 19 481
{nvestments and subsidiaries 486 1528 1266 226 3506
Assaciated companies — — 20 360 450
Property and equipment — 530 1328 755 2613
Intangible assets —_ 49 138 — 187
Deferred taxation — 1 80 52 228
Client liabilities under acceptances — 1597 568 — 2 165
Total assets 50 711 58 738 61135 98480 269 064
Liabilities
Deposits and current accounts 95 824 118 432 8727 1073 222056
Deferred taxation — 591 590 170 1451
Other liabilities and provisions 14 088 3 645 €935 448 18 876
Taxation — 304 23 — 327
Insurance funds 237 — — 1159 1396
Subordinated debt - 74 1282 4 350 5 686
Liabilities to clients under acceptances — 1597 568 —_ 2 165
Total liabilities 110 149 124 743 9 865 7200 251957
Share capital and premium — — — 2835 2835
Reserves — 554 — 13477 14 031
Shareholders’ funds — 554 — 16 312 16 866
Minority shareholders’ interest — — — 241 241
Total liabilities and shareholders’ funds 110 148 125 297 3 865 23753 269 064
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GROUP
On Within ~ From 1 year  More than Total
demand 1 year to 5 years 5 years years
31 March 2002 Rm Rm Rm Rm Rm
37. GROUP LIQUIDITY PROFILE (continued)
Assets
Cash and short-term assets 10 514 1174 — — 11688
Money market assets 554 10 817 10 — 11381
Capital market assets 26 4618 6040 63840 17 624
Advances 26 286 36 915 43477 77 182 183 860
Other assets 2568 9 849 544 57 13018
Investments and subsidiaries 44 2277 889 320 3530
Associated companies — — 67 375 442
Property and equipment — 163 1445 944 2552
Intangible assets — 16 50 — 66
Deferred taxation 21 133 153 138 445
Client liabilities under acceptances — 1803 891 — 2604
Total assets 40013 67 765 53 566 85956 247 300
Liabilities
Deposits and current accounts 110 383 87 996 § 037 350 213766
Deferred taxation — 652 617 145 1414
Other liabilities and provisions 3205 2 911 861 376 7 383
Taxation 222 518 — — 740
Insurance funds — 167 26 1260 1483
Subordinated debt — — 1528 2 866 4 394
Liabilities to clients under acceptances — 1803 8931 — 2694
Total liabilities 113 810 104 047 8 960 4997 231814
Share capital and premium — — — 2835 2835
Reserves — 410 — 12 090 12 500
Shareholders’ funds — 410 — 14 925 15 335
Minority shareholders’ interest — — — 151 151
Total liabilities and shareholders' funds 113 810 104 457 8 960 20073 247 300
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GROUP

2004 2003 2002
Rm Rm Rm
38. RECONCILIATION OF OPERATING PROFIT TO
CASH FLOWS FROM OPERATING ACTIVITIES
Operating profit 6104 4473 1543
Adjusted for:
Amortisation 64 66 65
Depreciation 663 632 608
impairment charge 116 103 171
Indirect taxation 672 695 649
Provisions 214 166 12
impairment of advances 1900 1957 4042
Profit on sale of property and equipment {45) {30) —
Profit on realisation of investmants {231) {136} 117
Write-up of dated securities {148) (192} (168)
Dividends received from associated companies (16) {19) a7
Net cash inflow from operating activities 9293 7715 7023
39. CASH RECEIPTS FROM CUSTOMERS
Interest incame 28 301 30 299 24 517
Write-up of dated securitiss {148) {192} (168)
Fees and commission income 6712 6139 5282
Trading and other income 3749 2 803 2512
39214 39 049 32143
40. CASH PAID TO CUSTOMERS, EMPLOYEES
AND SUPPLIERS
interest expense 13183 21467 16 133
Staff costs 5708 5338 4872
Qther payments 5030 4 529 4 115
26 921 31334 25120
41. DIVIDENDS PAID
Totat dividends paid during the year (refer note 27) 1023 801 810
Dividends paid to minorities 84 6 28
1087 BG7 838
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GRQUP
2004 2003 2002
Rm Rm Rm
42. TAXATION PAID
Amounts unpaid at beginning of year 1540 1656 2116
Cther liabilities 1778 2154 2401
Cther assets {238) {498) (285)
Acquisitions —_ 39 ~—
Other liabilities —_ 39 —
Other assets - — —
Income staternent charge 1627 1104 337
Indirect taxation in income statement 672 695 549
Taxation on associated companies (34) (25} (24)
Non-cash flow as a result of AC 133 212) — —
Amounts unpaid at the end of the year {1 703) (1 540) (1 658)
Other fiabilities (1898) (1778) (2 154)
Other assets 195 238 498
1890 1929 1422
43. INCREASE IN INCOME-EARNING FUNDS
AND OTHER DEBTORS
Advances and other accounts 24 901 16 342 31 508
Money market assets {1 341) {294} (2272)
Capital market assets (1 282) 238 4708
Statutory liquid asset portfolio (308) (707) 5464
Other assets 14 610 5421 88611
36 580 21000 48018
44. INCREASE IiN DEPOSITS AND OTHER
CREDITORS AND PROVISIONS
Deposits 11773 6512 46 030
Insurance funds 2714 (391} 300
Creditors and other liabilities 18 803 11077 1692
33 290 17 198 48 022
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GROUP

2004 2003 2002
Rm Rm Rm
45, INVESTMENT IN SUBSIDIARY COMPANIES
Investment in shares 172 (505) (131)
Minority shareholders (40} 7 (88)
132 512) (217)
46. INVESTMENT IN SHARES
The inclusion of the cell captives by Absa Financial Services on the balance
sheet, being funds managed on behalf of third parties, has contributed
R1 963 miillion to this amount.
47. ACQUISITIONS
471 Meeg Bank
On 1 July 2003 the Group acquired 34,6% of the share The acquired business contributed R49 million to operating
capital of Meeg Bank, which increased shareholding income and R2 million to headline earnings for the year
to 49,8%.

Details of the net assets acquired and goodwill are as foliows:

Rm

Purchase consideration:

Cash paid and payable 11

Less: Fair value of net assets acquired 11
Goodwill —
Fair value adjustments were made 1o the book values of net assets acquired.
Cash and short-term assets 186
Investments 39
Advances 477
Other assets 37
Property and equipment 13
Deposits and current accounts (687)
Other liabilities (32)
Provisions )
Minority shareholders’ interest (18)
Fair value of net assets acquired "
Goodwill —
Total purchase consideration 11
Less: Cash and cash equivalents in subsidiary acquired (186}
Cash inflow on acquisition 175
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Subsidiary and associated companies

GROUP
Issued Direct Shares at Net
capital  holding book value indebtedness
2004 2004 2004 2003 2002 2004 2003 2002
Name Rm % Rm Rm Rm Rm Rm Rm

SUBSIDIARY
COMPANIES
Banking related
Absa Bank Limited and its
major divisions/subsidiaries 293 100 3469 2 469 2469 {2 078) (810} 507
Personal banking
Segment business units
Private Bank
Personal Financial Services
Retail Banking Services
Flexi Banking Services
UB Micro Loans Limited
Product business units
Absa Card
Absa Home Loans
Shared services
Delivery Channel Services
Commercial banking
Business Banking
Absa Vehicle and Asset Finance
Wholesale banking

Absa Corporate and
Merchant Bank

Absa Bank {ondon
Absa Bank Singapore
Bankhaus Wolbern & Co

{Germany)

Absa Bank {Asia) Limited

(Hong Kong}
Absa Development Company
Holdings (Proprietary) Limited — 100 23 23 23 — — —
Absa Finance Company
(Proprietary) Limited —_ 100 - 10 10 658 607 797
MLS Bank Limited 30 100 87 87 87 40 — —
Absa Manx Holdings Limited
(Isle of Man) — 100 175 3 3 — — —
Absa Stackbrokers
(Froprietary) Limited — 100 - — — 1073 43 23
Abvest Holdings Limited - 60 33 33 27 - — —
AllPay Consolidated Investment
Holdings (Proprietary) Limited — 100 - — — 980 408 226
Alpha Trust nfa 100 500 — — — — —
Cars1 (Proprietary) Limited — 100 60 — — — — —
UniFer Holdings Limited 13 100 —~ — — 1534 1885 2082
Banco Austral, Sarl (Mozambique}* 177 80 131 131 131 — — —
National Bank of Commerce
Limited {Tanzania)* 81 55 86 86 86 — — —
Conbros Limited 2 100 35 32 30 (26) (32) (42)
Absa Trading and Investment
Solutions Holdings Limited 8 160 857 928 — — — —
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Name

Issued
capital
2004
Rm

Direct
holding
2004 2004
% Rm

GROUP

Shares at
book value
2003
Rm

2002

2004
Rm

Net
indebtedness
2003

Rm

2002
Rm

SUBSIDIARY
COMPANIES (continued)
Asset Backed Collateralised
Securities (Proprietary}
Limited (ABACAS)
Meeg Bank Limited
Financial services
Absa Financial Services Limited
and its major subsidiaries
Absa Insurance Company Limited
Absa Life Limited
Absa Brokers (Proprietary) Limited
Absa Trust Limited
Absa Consultants and Actuaries
(Proprietary) Limited
Absa Fund Managers Limited
Absa Mortgage Fund Managers
(Proprietary) Limited
Absa Syndicate Investments
Holdings Limited
{United Kingdom}

Absa Investment Management
Services (Proprietary) Limited
Subsidiaries’ aggregate profits

and losses after taxation
Aggregate profits after taxation
Aggregate losses after taxation

ASSOCIATED
COMPANIES

Commercial Bank of Zimbabwe
Limited {Zimbabwe)*

Capricorn Investment Holdings
Limited (formerly Bank Windhoek)
{Namibia)™*

Global Access Telecommunications
Services (SA) (Proprietary) Limited™™
Revesco Holdings (Proprietary}
Limited

FFS Finance South Africa
(Proprietary) Limited

Stonehage Financial Services
Holdings Limited (United Kingdom)
MAN Financial Services

(South Africa) (Proprietary) Limited
Associated companies’ aggregate
profits and losses after taxation
Aggregate profits after taxation
Aggregate losses after taxation

-

113

100 —
50 1

100 118

4303
(30)

26 —

36 205
55 —
33 5
50 143
50 7

50 14

85

118

3324
69)

39

164

67

118

3627

(2 329)

39

136

31

95

59

76

(22)

3868

802

198

1492

384

Details are given in respect of companies that are material to the proper appreciation of the affairs of the Group.
All companies are registered in South Africa unless otherwise indicated.

241

*31 December year-end.
**30 June year-and.
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Absa Group Limited
Share Incentive Trust

in terms of the rules of the Absa Group Limited Share of the total number of issued shares from time to time,
Inzentive Trust (the trust) the maximum number of shares of excluding shares repurchased by the trustees, in respect
the Company which may be issued or transfesred andfor in of which options have been exercised, cancelled or have
respect of which options may be granted to the participants, lapsed, and trust shares released to participants.

shall be limited to shares representing 10% (ten per cent)

Number of shares

2004 2003 2002
Shares and options subject to the trust
at the beginning of the year
Shares issued to participants 1168 620 1209 492 1594 976
Ortions granted 37939043 32048567 28075519

39 107 663 33258059 29670405

Shares issued and options granted
during the year 5905 310 8729746 10134 547

45012973 41987805 39805042

Options exercised and implemented, aptions cancelled and
shares released or repurchased by the trustees in terms

of the rules of the trust {10 200 382) (2880 142) (B 546 983)
Shares and options subject to the trust at the end of the year 34812591 38 107 663 33 258 059
Comprising

Shares issued to participants 847 702 1168 620 1209 492
Options granted and unexercised 33964 889 37939043 32048 567

34812 591 389107 663 33 258 059
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2004 2003 2002

% of total % of total % of total
issued Number issued Number issued Number
shares of shares shares of shares shares of shares
Maximum shares and options available 10,0 65105507 10,0 65154 675 7,5 48866006
Shares and options subject to the trust {5,3) (34812 591) (6.0) (39 107 663) {5,1) (33258 059)
Balance of shares and options available 4,7 30292918 4,0 26047 012 24 15607 947

Details regarding the options granted and still outstanding at 31 March 2004 are as follows:

Number of Average

Expiry date* options option price
R

Year to 31 March 2005 223003 11,05
Year to 31 March 2006 187 859 14,42
Year to 31 March 2007 570572 20,77
Year to 31 March 2008 1228 408 30,64
Year to 31 March 2009 1419944 19,59
Year ta 31 March 2010 4299 190 2764
‘ear to 31 March 2011 3 667 048 26.67
Year to 31 March 2012 8 588 608 36,80
Year to 31 March 2013 8 064 607 33,62
Year to 31 March 2014 5714 650 35,23
33 964 889 32,02

Change in accounting policy with regard to the trust

As required by the JSE Securities Exchange South Africa, the  statements for the first time during the 2004 financia! year.

trust has been consolidated into the Group annual financial A summarised balance sheet of the trust is presented below:

2004
Rm
Assets
Shares in Absa Group Limited at cost** 215
Loans to participants 23
Cash at bank 1
239
Liabilities
Loan from Absa Bank Limited 237
Other liabilities 2
239

*Qptions are implementable at least 5 years before expiry date.
**As at 31 March 2004, the trust held 5 375 693 shares in Absa Group Limited.
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ABRIDGED FINANCIAL PERFORMANCE OF ABSA FINANCIAL SERVICES

Abridged financial performance of
Absa Financial Services

AT 31 MARCH
2004 2003 2002
Rm Rm Rm
SUMMARISED BALANCE SHEET
Funds employed
Shareholders’ funds 2586 2203 2187
Insurance funds 4115 139 1424
Other liabilities and taxation 3145 1040 1013
9 846 4639 4624
Employment of funds
Equity, money market assets and investments 7775 4 095 4070
Mortgage bond participation stock 54 87 82
Other assats 2017 457 472
9 846 4 839 4624
Funds under management
Estates 1188 1038 739
Portfolio management 1141 1082 1593
Trust activities 3075 2803 3088
Participation bond schemes 1242 1128 954
Unit trusts 35014 22 642 18 278
Other 4648 5896 5818
46 308 34 590 30470
FOR THE YEAR ENDED 31 MARCH
SUMMARISED INCOME STATEMENT
Net broking commission 236 216 151
Net profit on realisation of investments 55 176 236
Net insurance underwriting surplus 229 115 83
Net life surplus 283 178 214
Excess of income over outgo 1456 106 492
Transfer {to)/from life fund (1173) 72 (278)
Trust and estate income 146 128 108
Unrealised gain on investments 262 — —
Other income 533 438 259
Operating income 1744 1251 1051
Operating expenses {620) {578} (488)
Net income before taxation 1124 673 583
Taxation and other (234) (686) ®1)
Attributable income 890 607 502
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NET INSURANCE UNDERWRITING SURPLUS

Absa Insurance Company Limited 243 133 131
Gross premiums 1115 824 694
Net reinsurance premiums (98) {85) (68)

Premiums net of reinsurance 1017 7398 626
Provision for unexpired risk () (45) 2n

Net premiums for expired risk 946 694 £99
Commission {170) {112) (97)
Claims incurred (533) (449) 371)

Globat insurance Company (Proprietary) Limited {8) — -
Gross premiums 112 — —
Net reinsurance premiums (44) — —

Premiums net of reinsurance 68 - —
Provision for unexpired risk {4} — —
Net premiums for expired risk 64 — —
Commission (19) - -
Claims incurred (53) — —

Absa Manx Insurance Company Limited 28 11 31
Gross premiums 85 85 52
Net reinsurance premiums (43} (39) {26)

Premiums net of reinsurance 42 26 26
Provision for unexpired risk - - -

Net premiums for expired risk 42 26 26
Commission 1 8 1
Claims incurred 15) (23) 4

Absa Syndicate investrments Holdings Limited™ {34) (29) {79)
Net underwriting surplus - —_ —
Provision on open year losses (34) {29) (7%

Net insurance underwriting surplius 229 115 83

*Profits afising on underwriting activities are recogaised in the period in which the related underwriting year is closed. which is normally two years
after the end of the year in which the underwriting occurred. Where appropriate, provision for losses is made in respsect of apen underwriling

years.
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ABRIDGED FINANCIAL PERFORMANCE OF ABSA FINANCIAL SERVICES continued

FOR THE YEAR ENDED 31 MARCH

2004 20403 2002
Rm Rm Rm
ABSA LIFE LIMITED — SUMMARISED
INCOME STATEMENT
income 1433 826 1433
Net premiums 857 992 1048
Net investment income 775 (168) 384
Other income 1 2 1
Qutgo 547 430 394
Commission 121 97 70
Policyhciders' benefits 217 233 213
Management expenses 72 52 55
Indirect taxes 24 22 18
Taxation 113 26 38
Net income after taxation 886 396 1039
Transfer to insurance funds {603) (218) {825)
Net life surpius 283 178 214
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Embedded value report
of Absa Life Limited

SCOPE OF THE EMBEDDED VALUE
REPORT

This report deals with the embedded value of Absa Life
Limited and the value of new business written during the

financial year.

DEFINITIONS

Embedded value:

The embedded value of the life business is the discounted
present value of the projected stream of future after-tax
shareholder profits from business in force at the valuation

date, as well as the shareholders’ net assets. No allowance

has been made for STC on future dividends as full credit is

obtained by the sharehotder.

Shareholders’ net assets are the excess of the assets of
the life business, less current liabilities, over the actuarial
value of policy liabilities, as determined using the financial
soundness valuation method.

Value of new business:

This is a measure of the value added to a company as a
result of writing new business. This is calculated as the

discounted value, at the date of sale, of projected after-tax

shareholder profit from new business written during the

- 12-month period — net of the opportunity cost of the solvency

capital requirements for new business.

EMBEDDED VALUE AND VALUE OF NEW BUSINESS

2004 2003 2002

Rm Rm Rm

Shareholders’ net assets 860 626 534
Cost of solvency capital 9 (12) @
Value of business in force 721 509 660
Total embedded value 1572 1123 1187
Vaiue of new business 88 71 52

The shareholders' net assets of R860 million (2003: R626
million, 2002: R534 million) represents the excess of assets
over liabilities with assets at market value and liabilities on

the financial soundness valuation method. The shareholders’

net assets covered the capital adequacy requirement (CAR)
3,8 times as at 31 March 2004 (2003: 3,2 times, 2002:
4,5 times).
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ABSA GROUP ANNUAL REPORT 2004/ANNUAL FINANCIAL STATEMENTS/
EMBEDDED VALUE REPORT OF ABSA LIFE LIMITED continued

ASSUMPTIONS

The embedded value and value of new business was
determined using the same “best estimate” assumptions
regarding future mortality, discontinuance rate and expenses
used in the financial soundness valuation.

The discount rate used to discount future profits includes a
margin over assumed investment returns to allow for the risk

that the actual experience in future years may differ from that
assumed.

The main economic assumptions that were used for the
embedded value calculations are set out in the following
table:

2004 2003 2002

% % %

Risk-free rate of return 9,8 10,5 13,5
Equity return 11,8 12,5 15,5
Cash return 7.8 8,5 11,5
Overall investment return 10,8 11,5 14,8
Risk discount rate 12,8 13,6 16,5
Unit cost inflation 6,3 70 11,0

SENSITIVITIES

In order to indicate the sensitivity of the values to varying risk
discount rates, an increase/(decrease) in the risk discount
rate of one percent would reduce/(increase) the value of
existing business by R31 million and the value of new

business by R8 million, should all the other assumptions
remain unchanged.

The development of the embedded value can be analysed
as follows:

2004 2003 2002
Rm Rm Rm
Embedded value at the end of the year 1572 1123 1187
Less: Embedded value at the beginning of the year 1123 1187 1057
Plus: Dividends declared and paid (including STC) 40 93 121
Embedded value earnings 489 29 251
Consisting of:
Investment return on shareholders' net assets 178 {61) 116
Unwinding of risk discount rate 73 113 52
Value of new business written 88 71 52
Changes in assumptions and methodology 45 56 (55)
Investment variation on assets backing liabilities 62 (214) 32
Experience better than assumptions 43 64 54
489 29 251
Return on embedded value* 43,5% 2,4% 237%

REVIEW BY THE INDEPENDENT ACTUARIES

The embedded value of Absa Life Limited and the value of
new business written during the year have been reviewed

and agreed by the independent consulting actuaries,
B&W Deloitte.

*Embedded value earnings expressed as a percentage of the embedded value at the beginning of the year
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BALANCE SHEET (company)

Balance sheet

AT 31 MARCH
COMPANY
2004 2003 2002

Note Rm Rm Rm
ASSETS
Cash and short-term assets 2 46 19 18
Other assets 3 48 37 20
Investments 4 - 155 155
Subsidiary companies 5 3489 3534 3545
Associated companies 6 360 199 225
Total assets 3943 3944 3983
LIABILITIES
Deferred taxation 7.4 9 34 33
Taxation 7.8 1 36 13
Other liabilities and provisions 8 85 81 112
Totat liabilities 105 161 158
SHAREHOLDERS’ FUNDS
Share capital 9 1302 1303 1303
Share premium 1513 1532 1532
Reserves 10 1023 958 970
Shareholders' funds 3838 3793 3 805
Total liabilities and shareholders’ funds 3943 3944 3963
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INCOME STATEMENT (company)

Income statement

FQOR THE YEAR ENDED 31 MARCH

COMPANY

2004 2003 2002

Note Rm Rm Rm

Interest income 1.2 157 198 178
Non-interest income 1.3 1091 743 814
Operating income 1248 941 992
Qperating expenditure 114 (11) (1) (186)
indirect taxation 7.3 (2} —_ —
Net income before abnormal item 1235 930 976
Write-off of investment in subsidiary 12 — (31) (500)
Net income from operations 1235 899 476
Share of associated companies’ income 6 90 35 45
Net income before taxation 1325 934 521
Taxation 7.2 (143) (141) (134)
Net income attributable to shareholders 1182 793 387
Headline earnings 13 1233 852 887
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CASH FLOW STATEMENT (company)

Cash flow statement

FOR THE YEAR ENDED 31 MARCH

COMPANY
2004 2003 2002
Note Rm Rm Rm
Cash retained from operating activities
Cash receipts from customers 18 1148 772 818
Cash paid to customers, employees and suppliers 19 (11) 1) (16)
Cash available from operating activities 17 1137 761 803
Dividends paid (1023) (801) (810)
Net cash inflow/(outflow) from operating activities 114 (40) (7}
(Decrease)/increase in operating funds {7) (48) Q98
(Increase)/decrease in income-earning funds and other debtors 20 (1) (17) 10
Increasef(decrease) in other creditors and provisions 21 4 @31 83
Taxation paid 22 (147) (104) (270}
Cash generated from investing activities 99 197 138
Investment in subsidiary companies 23 193 196 176
Investment in associated companies (7) 4) (26)
investment in shares {90} {3) (14)
Proceeds on disposal of investments - 3 —
Dividends received from associated companies 3 5 ZJ
Cash flows from financing activities (20) — 8
(Buyback)/issue of share capital l {20) — GJ
Other movements (12) ) 4
Increasef/(decrease) in cash and cash equivalents 27 1 (30)
Cash and short-term assets at beginning of year 19 18 48
Cash and short-term assets at end of year 46 19 18
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STATEMENT OF CHANGES IN EQUITY (company)

Statement of changes in equity

AT 31 MARCH
COMPANY
Share
capital Available- Translation Associated Distri-
and for-sale  reserve/ companies’ tutable
premium reserve (deficit) earnings reserves Total
Note Rm Rm Rm Rm Rm Rm
Balance at 31 March 2001 2829 — 1 80 1308 4218
Foreign currency translation effects -— — 4 — — 4
Share capital issued 6 — — — — 6
Share of associated companies’ retained
earnings 6 — — — 31 {31) —_
Attributable income — — — — 387 387
Dividends paid 14 — — — — (810) (810)
Balance at 31 March 2002 2835 — 5 1M1 854 3805
Foreign currency translation effects — — 4) — — {4)
Share of associated companies' retained
earnings [ — —_— - 22 (22) —
Attributable income — — — — 793 793
Dividends paid 14 — — — — {801) {801)
Balance at 31 March 2003 2835 — 1 133 824 3793
AC 133 opening balance in respect of:
available-for-sale assets — (97) — — — (97)
Foreign currency translation effects — — {12) — — (12)
Share buyback (20 — - — — (20)
Fair value gain on available-for-sale assets — 15 — — — 15
Share of associated companies' retained
earnings 6 — — — 71 71y —
Aitributable income — — - — 1182 1182
Dividends paid 14 — — — — (1023) (1023)
Balance at 31 March 2004 2815 (82) 1) 204 912 3838
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NOTES TO THE FINANCIAL STATEMENTS (company)

Notes to the financial statements

COMPANY
2004 2003 2002
Rm Rm Rm
1. ACCOUNTING POLICIES
The annual financial statements of Absa Group Limited company are
prepared according to the same accounting principals used in preparing
the consolidated annual financial statements of Absa Group Limited. For
detailed accounting policies please refer 10 pages 46 1o 55 of this report.
2. CASH AND SHORT-TERM ASSETS
Money on call 46 19 18
3. OTHER ASSETS
Accounts receivable 1 9 20
Accrued interest and dividends 47 28 -
48 37 20
4. INVESTMENTS
At carrying value
Listed
Ordinary and preference shares — 155 152
Untisted
Qrdinary and preference shares - — 3
Total carrying value — 155 155
At market value and directors’ valuation
Market value of fisted investments - 37 159
Directors’ valuation of uniisted investments — - 3
Total market value and directors’ valuation —_ 37 162
Investment portfolio — 155 155

Details regarding investments required in terms of the Companies Act of
South Africa are kept at the Company’s registered office. This information
will be made available to shareholders on written request.
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NOTES TO THE FINANCIAL STATEMENTS (company) continved

COMPANY
2004 2003 2002
Rm Rm Rm
§. SUBSIDIARY COMPANIES
Shares at cost less amounts written off 6 049 5220 4052
Indebtedness by the Company
Loans (2 560) (1 686) (507)
3489 3534 3545
6. ASSOCIATED COMPANIES
Shares at book value 156 66 114
Share of post-acquisition reserves 204 133 11
Share of current year's income before taxation 93 40 47
Dividends received (3) 5) (2
Amount as per income statement 90 35 451
Taxation (19) (13} (14}
Transfer to non-distributable reserves 71 22 31
Share of reserves at the beginning of the year 133 111 80
Carrying value 360 199 225
Market value of listed shares 154 39 38
Directors’ valuation of unlisted shares 223 200 213
377 239 251
7. TAXATION
7.1 Deferred taxation
Deferred income taxes are calculated on all temporary differences
under the liability method using a principal tax rate of 30% (2003: 30%,
2002: 30%).
The movement on the deferred income tax account is as follows:
Opening balance 34 33 189
AC 133 opening balance adjustment (22) — —
Deferred taxation raised on STC credits {8) — —
Income statement charge — 1 (168)
Tax effect of other differences 3 — -
Closing balance 9 34 33
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COMPANY

2004 2003 2002
Rm Rm Rm
7. TAXATION {continuad)
7.2 Taxation - income statement charge
South African normal — current year 74 62 240
South African normat — prior year 1 9 4
Deferred - 1 (166)
Secondary {ax on companies 46 25 23
Foreign taxation 3 31 19
Share of taxation of associated companies (refer note 6) 19 13 14
143 141 134
7.3 Indirect taxation - income statement charge
Regionat services councit Javies {2) — —
% Y% Y%
7.4 Rate of taxation 30 30 30
The rate of taxation has been reduced as a consequence of:
dividend income (26) (23) (22)
other permanent differences 4 5 13
secondary taxation on companies 3 3 5
Effective rate ~ taxation on income 1 15 26
Rm Rm Rm
7.5 Taxation tiability
Normal taxation 11 36 13
8. OTHER LIABILITIES AND PROVISIONS
Cther creditors 85 81 12
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NOTES TO THE FINANCIAL STATEMENTS (company) continued

COMPANY
2004 2003 2002
Rm R Rm
9. SHARE CAPITAL

Authorised
800 000 000 (2003 and 2002: 700 000 00Q) ordinary shares of R2 each 1600 1400 1400
Issued
851 055 074 (2002: 651 546 748, 2002: 6851 546 749) ordinary stiares of
R2 each 1302 1303 1303

Unissued shares

All the unissued shares are under the controt of the directors in terms of a
generat autherity fo allot and issue them on such terms and conditions and
at such times as they deem fit.

This authority expires at the forthcoming annual general meeting of the
Company.

Odd-lot offer

in terms of special and ordinary resolutions approved at the annual general
meeting on 22 August 2003, an offer was made to add-lot shareholders,
holding less than 100 ordinary shares, to acquire their holdings at a price
of R38,03 per share. Shareholders could elect to sefl their odd-lot shares
to the Company or ratain their holdings. The offer expired on 8 September
2003 and 503 174 shares were bought back by the Company. An additionat
11 489 shares were issued for cash, Refer the directors’ report on page 36.
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COMPANY

2004 2003 2002
Rm Rm Rm
10. RESERVES
10.1 Non-distributable reserves
Opening balance 134 116 81
AC 133 opening balance adjustment (87) — —
Transfer from/(to) retained income 74 18 35
Foreign currency translation reserve (12) {4} 4
Share of associated companies’ retained income 7t 22 31
Fair value gains in respect of available-for-sale assets 15 — —
Balance at the end of the year 111 134 116
Comprising
Foreign currency translation reserve {1 1 5
Available-for-sale assets reserve (82) — —
Share of post-acquisition reserves of associated companies 204 133 111
111 134 118
10.2 Distributable reserves
Retained income 912 824 854
Total reserves 1023 958 970
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NOTES TO THE FINANCIAL STATEMENTS (company) continued

COMPANY
2004 2003 2002
Rm Rm Rm
11. INCOME AND EXPENDITURE
111 Turnover
Turnover is a concept not relevant to the business of banking. The
Company’s revenue consists of net interest income, investment income and
other income,
11.2 interestincome
Loans to subsidiary companies 157 198 178
11.3 Non-interest income
Net trading (loss)/income {1} 26 —
Net (loss)/profit on realisation of investments (51) (34) 3
Dividend income 1141 750 801
Other banking income 2 1 10
1091 743 814
11.4 Operating expenditure
Other professional fees 1 1 1
Other expenses 10 10 15
" " 16
12, ABNORMAL ITEM
Impairment of investment in UniFer — 31 500
13. HEADLINE EARNINGS
Headline earnings is determined as follows:
Net income attributable to shareholders 1182 793 387
Loss on disposal of subsidiary 3 — —
Adjustment for impairments of long-term investments 48 34 —
Adjustment for impairment of subsidiary - 31 500
Foreign currency translation gain on long-term loan to subsidiary — (&) —
Headline earnings 1233 852 887
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COMPANY

2004 2003 2002
Rm Rm Rm
14. DIVIDENDS
Final dividend number 33 of 85 cents per ordinary share (2003: 63 cents,
2002: 72 cents) 554 410 467
Interim dividend number 34 of 72 cents per ordinary share (2003: 60 cents,
2002: 53 cents) 469 391 343
Total dividends paid during the year 1023 801 810
Interim dividend number 34 of 72 cents per ordinary share (2003: 60 cents,
2002: 83 cents) 469 391 343
Finai dividend number 35 of 110 cents per ordinary share (2003: 85 cents,
2002: 83 cents) 716 554 410
Total dividends relating to incaome for the year 1185 945 753
A final dividend of 110 cents per ordinary share was approved by the board
on 30 May 2004. No provisions have been made for these dividends and the
related STC in the financial statements for the year ended 31 March 2004,
15. RELATED PARTY TRANSACTIONS
Please refer to note 32 in the Absa Group Limited consolidated financial
statements on page 93 for the full disclosure of related party transactions.
16. COMPARATIVE FIGURES
Comparative figures have been regrouped where necessary.
17. RECONCILIATION OF OPERATING PROFIT TO
CASH FLOWS FROM OPERATING ACTIVITIES
Operating profit 4235 893 476
Adjusted for.
Loss/(profit) on realisation of investments 51 34 {3)
impatrment of investmen in subsidiary - 3 500
Foreign currency transfation gain on long-term loan to subsidiary _ {6) —
Write-up of dated securities {148) {192) {168)
Indiract taxation 2 -— —
Dividends received from associated companies (3} (5) 2)
Net cash inflow from operating activities 1137 761 803
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NOTES TO THE FINANCIAL STATEMENTS (company) continved

COMPANY
2004 2003 2002
Rm Rm Rm
18. CASH RECEIPTS FROM CUSTOMERS
Interest income 157 198 178
Writing up of dated securities {148) (192) (168)
Trading and other income 1138 766 809
1148 772 819
19. CASH PAID TO CUSTOMERS, EMPLOYEES
AND SUPPLIERS
Other payments 11 11 16
20. (INCREASE)/DECREASE IN INCOME-EARNING
FUNDS AND OTHER DEBTORS
Other assets {11} a7 10
21. INCREASE/(DECREASE) IN OTHER CREDITORS
AND PROVISIONS
Creditors and other liabilities 4 (3 89
22. TAXATION PAID
Amounts unpaid at the beginning of the year 70 46 196
Deferred taxation 34 33 199
Qther taxation 36 13 (3)
Income statement charge 143 141 134
Indirect taxation (2} - -
Taxation on associated companies {19) (13) (14)
Cther non-cash flow movements (25) - —
Amounts unpaid at the end of the year (20) {70) (46}
Deferred taxation 9) (34) (33)
Other taxation (1 (38) (13)
147 104 270
23, INVESTMENT IN SUBSIDIARY COMPANIES
Net increase in shares and loan accounts 193 198 176
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SHAREHOLDERS' INFORMATION

Shareholders’ information

AS AT 31 MARCH 2004

Shares held %
MAJOR SHAREHOLDERS (OWNERS)(HOLDING
MORE THAN 5%)
Sanlam Limited and assaciates 138 878 509 21,33
Financial Securities Limited (Remgro) 61387 729 9,43
Public Investment Commissioner (PIC) 56 802 278 8,74
Altan Gray on behalf of clients 35 540 838§ 5,46
Investec Asset Management 32770077 5,03
325 479 431 49,99
SHAREHOLDER TYPE
Principal shareholders (Sanlam, Remgro and PIC) 257 168 516 39,50
Managed funds 322597 789 49,55
Individuals 71288 769 10,95
651 055 074 100,00
Number of
shareholders Number %,
Public and non-public shareholders 43 872
Public 444 695 268 68,30
Non-public 2086 359 806 31,70
— Directors and associates 13 717 875 0,11
— Trustees of the Absa Share Incentive Scheme 1 5375693 0,83
— Sanlam Limited and associates 2 138 878 509 21,33
— Financial Securities Limited (Remgro) 1 61387 729 943
43 889 651 055 074 100,00

PERFORMANCE ON THE JSE SECURITIES EXCHANGE SOUTH AFRICA
AS AT 31 MARCH

2004 2003 2002
Number of shares in issue 651 055 074 651 546 749 651 546 749
Market prices {cents per share):
Closing 4664 2940 2530
High 4700 3651 4155
Low 3000 2 500 2410
Weighted average 3623 3132 3302
Closing price/net asset value per share 1,56 1,14 1,07
Closing pricefearnings 7.5 58 8.7
Volume of shares traded (millions) 4599 4399 3659
Value of shares traded (R millions) 174911 138944 12 081,1
Market capitalisation (R miflions) 30 565,2 191555 16 4841
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SHAREHOLDERS' DIARY

Shareholders’ diary

FOR THE YEAR ENDED 31 MARCH

Financial year-end 31 March 2004
Annual general meeting 20 August 2004
REPORTS
Announcement of final results 31 May 2004
Announcement of interim results . 22 November 2004
DIVIDENDS

Declaration date  Last day to trade  Ex dividend date  Record date Payment date
Final 2003/2004 31 May 2004 18 June 2004 21 June 2004 25 June 2004 28 June 2004

Interim 2004/2005 22 November 2004 17 December 2004 20 December 2004 24 December 2004 28 December 2004
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ADMINISTRATION

Administration

CONTROLLING COMPANY
Absa Group Limited

Reg No 1986/003934/06

Registered office

3rd Floor, Absa Towers East

170 Main Street, Johannesburg, 2001
Postal address: P O Box 7757,
Johannesburg, 2000

Telephone: (011) 350-4000

Telefax: (011) 350-4928

E-mail: groupsec@absa.co.za

Board of directors

D C Cronjé (chairman)

D C Brink (deputy chairman)

E R Bosman® (Group chief executive)
S F Booysen* (Group chief executive
— effective 1 August 2004)

G R Pardoe* (deputy Group chief
executive)

D C Arnold

L Boyd

8 P Connellan

A S du Plessis

F J du Toit*

G Griffin

L N Jonker

P du P Kruger

T M G Sexwale

F A Sann

P E | Swartz

T van Wyk

Jvan Zyt

Transfer secretaries

Computershare Investor Services 2004
(Proprietary) Limited

70 Marshal! Street,

Johannesburg, 2001

Postal address: P O Box 61051,
Marshalltown, 2107

Telephone: {011) 370-5000

Telefax: (011) 370-5271/2

ADR and GDR depositary
Depository Receipts Division
The Bank of New York

101 Barclay Street, 22nd Floor
New York, NY, 10286
Telephone: +1 212 815 3326

Auditors
KPMG Inc.
Ernst & Young

Group secretary
W R Somerville
E-mail: williams@absa.co.za

Sponsors

Lead sponsor

Merrili Lynch South Africa
{Proprietary) Limited
(Member of the Merrill Lynch Group)
138 West Street, Sandown
Sandton, 2196

Postal address. P O Box 5591,
Johannesburg, 2000
Telephone: (011) 305-5555
Telefax: (011) 305-5610

Co-sponsor

Absa Corporate and Merchant Bank
Corporate Finance Department

3rd Floor, Absa Towers North, 3W2
180 Commissioner Street
Johannesburg, 2001

Postal address: P O Box 8054,
Johannesburg, 2000

Telephone: (011} 350-4000

Telefax: (011) 350-7422

BANKING
Absa Bank Limited and its
operating divisions

Absa Bank Limited
Reg No 1986/004794/06

Registered office

3rd Floor, Absa Towers East

170 Main Street, Johannesburg, 2001
Postal address: P O Box 7735,
Johannesburg, 2000

Telephone: (011) 350-4000

Telefax: (011) 350-4928

E-mail: groupsec@absa.co.za

Board of directors

D C Cronjé (chairman)

D C Brink (deputy chairman}
E R Bosman* (chief executive)
S F Booysen* {chief executive
- effective 1 August 2004)

G R Pardoe* {deputy chief executive)
D C Arnold

L Boyd

B P Conrellan

A S du Plessis

F J du Toit*

C Erasmus*

G Griffin

L N Jonker

P du P Kruger

N P Mageza* (alternate)

T M G Sexwale

| B Skosana®

F A Sonn

P E | Swartz

J P van der Merwe*

L A van Dyk* (alternate}

T van Wyk

Jvan 2yl

L L von Zeuner*

Absa Personal Bank Division
Absa Towers, 160 Main Street
Johannesburg, 2001

Postal address: P O Box 7735,
Johannesburg, 2000
Telephone: (011) 350-4000
Telefax: (011) 350-4411
E-mail: louisvz@absa.co.za

Divisional board

G R Pardoe* (chairman)
E R Bosman*

D C Cronjé

C Erasmus*

N-A Gasa

N P Mageza™

J H Schindehiitte*
| B Skosana

F A Sonn

D D Tabata

J P van der Merwe
L A van Dyk*

L L von Zeuner*

*Executive in the Absa Group
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Absa Private Bank

1st Floor, Block A

65 Empire Road

Parktown, 2183

Postal address: P O Box 1133,
Auckland Park, 2006
Tefephone: (011) 480-5014
Telefax: (011) 480-5225
E-mail: wilfr@absa.co.za

Divisional board

C Erasmus” (chairman)
W Robhinson™ (managing executive)
S Dakile-Hlongwane

F J du Toit*

M Kropman

N P Mageza*

P D Redshaw

D L Rose

A S Swart*

G G Ciucci (alternate)

Absa Commercial Bank Division
Absa Towers, 160 Main Street
Johannesburg, 2001

Postal address: P O Box 7735,
Johannesburg, 2000

Telephone: (011) 350-4000
Telefax: (011) 350-5247

E-mail: oscarg@absa.co.za

Divisional board
G R Pardoe* {chairman)
S F Booysen*

E R Bosman*

D C Cronjé

F J du Toit*

M Krapman

P C Luttig

J A Mabuza

N P Mageza*

S N Mahomed

P E | Swartz

L L von Zeuner®

Absa Vehicle and Asset Finance
Division

N P Mageza* (acting managing
executive}

Absa Towers, 160 Main Street
Johannesburg, 2001

Postal address: P G Box 8842,
Johannesburg, 2000

Telephone: (011) 350-4000
Telefax: (011) 350-5374

E-mail: vehiclefinance@absa.co.za

Absa Corporate and Merchant
Bank Division

Absa Towers North

180 Commissioner Strest
Johannesburg, 2001

Postal address: P O Box 2683,
Johannesburg, 2000

Telephone: (011) 350-4000
Telefax: (011) 350-3064

E-mail: acmb@absa.co.za

Divisional board

E R Basman® {chairman)
R R Emslie* (managing executive)
D C Brink

S F Booysen®

B P Connellan

D C Cronjé

F J du Toit*

L N Jonker

N J Morris

C C Okeahalam

G R Pardoe*

OVERSEAS OFFICES

London

Absa Bank London

75 King William Street

London

EC4N 7AB

Telephons: (094420) 7 711-6400
Telefax: (094420) 7 711-6550
E-mail: info@absa.co.uk

Hamburg

Bankhaus Wélbern & Co (AG & Co KG)
€ Hirsch* (chairman}

M Oflendorff* (managing director)

Reg No HRA 51805

Herrengraben 74

Hamburg, D-20459

Telephone: (094940) 37608-158
Telefax: (094940) 37608-166

E-maijl: info@woelbern.de

Hamburg

Absa Bank Limited representative
office

Herrengraben 74

Hamburg, D-20459

Telephone: (084940} 36 9730-0
Tefefax: (094940) 36 97 3036
E-mail: stephan@absa.de

Hong Kong

Absa Bank {Asia) Limited

G R Pardoe* (chairman)

G Opperman* {managing director}
Reg No 116188

13th Floor, Dah Sing

Financial Centre

108 Gloucester Road
Wanchai, Hong Kong
Telephone: (09852) 2531-9388
Telefax: (09852) 2802-1908
E-maii: absahk @absaasia.com

Isle of Man

Absa Manx Holdings Limited

O A C Lever (chairman)

Reg No 076041C

3rd Floor, 18-20 North Quay

Douglas, Isle of Man, IM1 4LE
Telephone: (09441624) 615-042

Telefax: (09441624) 614-943

E-maif: mail@amaigamated-finance.com

New York

Absa Bank Limited representative
office

10th Floor

805 Third Avenue

New York, NY 10022

Telephone: (091212) 805-8353
Telefax: (091212) 805-8360/1
E-mail: luis.ponce@absausa.com

Shanghai

Absa Bank Limited representative
office

Room 404, Dynasty Business Centre
457 Wulumugi Road North
Shanghai, 200040

People's Republic of China
Tefephone: (098621} 6249-7050
Telefax: (098621) 6249-0181

E-mail: juliaabsash@online.sh.cn
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Singapore

Absa Bank Singapore

9 Temasek Boulevard

#40-01 Suntec Tower Two
Singapore, 038989

Telephons: {0965) 6 333-1033
Telefax: (0965) 6 333-1066
E-mail: absasgsg@absa.com.sg

STOCKBROKING
Absa Stockbrokers
(Proprietary) Limited
(member of the JSE Securities
Exchange South Africa)

C Erasmus™ (chairman)
Vacant (Managing director)
Reg No 1973/010798/07

Park Ridge Office Park

Block A, 65 Empire Road
Parktown, 2193

Postal address: P O Box 61320,
Marshalltown, 2107

Dealing Department:
Telephone. (011) 647-0892
Telefax: (011) 647-0877
Settlement Department:
Telephone: (011) 647-0818
Telefax: (011) 647-0828
E-mail: edwardi@absa.co.za

FACTORING AND INVOICE

DISCOUNTING

Absa Finance Company
{Proprietary) Limited

{trading as Cutfin)

Reg No 1990/001207/07

S F Booysen* (chairman)

R Pillay* (managing director)
19th Floor, Sanlam Building
Jeppe Street, Johannesburg, 2001
Postal address: P O Box 11055,
Johannesburg, 2000

Telephone: (011) 221-6444
Telefax: (011) 221-7569

E-mail: ravendrenp@absa.co.za

DELIVERY CHANNEL

SERVICES

J R K du Preez” (managing executive)
Absa Towers

160 Main Street

Johannesburg, 2001

Postal address: P O Box 7735,
Johannesburg, 2000

Telephone: (011) 350-8291

Telefax: (011) 356-8140

E-mail: juliettedp@absa.coza

CREDIT CARD SERVICES
Absa Card Division

V Naidao* (managing executive)
Volkskas Centre

230 Van der Walt Strest, Pretoria, 0002
Postal address: P O Box 3815,
Pretoria, 0001

Telephone: (012) 317-0000

Telefax: {012) 317-3400

E-mail: contactcard@absa.co.za

ASSET MANAGEMENT
Abvest Associates Limited

Reg No 1997/017903/06

S F Booysen* (chairman)

J B Winship* (managing director)
2nd Floor, Swiss Re House

§ Protea Road, Claremont, 7735
Postal address: P O Box 44852,
Claremont, 7735

Telephone: (021) 657-6000
Telefax: (021) 657-6100

E-maff: lonn.potgieter@abvest.com

SPECIALIST BANKING
MLS Bank

(division of Absa Bank Limited)
L Taylor" (managing executive)
50 Oxford Road, Parktown, 2193
Postal address: P Q Bax 87175,
Houghton, 2041

Tetephone: {011) 486-1430
Telefax: (011) 488-2255

E-mail: gerrievi@absa.co.za

OTHER BANKING
SUBSIDIARIES AND
INTERESTS

Tanzania

National Bank of Commerce Limited
C M Nyirabo {chairman}

C de Vries* (managing director)
Mezzanine Floor

NBC House, Sokoine Drive

Postal address: P O Box 1863, Dar es
Salaam, Tanzania

Telephone: (09255) 222-110959
Telefax: (09255) 222-112887

E-mail: cs@nbctz.com

Zimbabwe

Commercial Bank of Zimbabwe
Limited

RV Wilde (chairman)

N J Makuvise {managing director)
60 Kwame Nkrumah Avenue, Harare
Postal address: P O Box 3313,
Harare, Zimbabwe

Telephone. (092634) 749714
Tefefax: (092634) 758077

E-mail: chzinfo@africaonline.co.zw

Mozambique

Banco Austral, Sarl

C Francesco {chairman)

G Jordaan* (managing director)
Avenida 25 de Setembro

No 1184, Maputo, Mozambique
Telephone. (09258) 1 427685
Telefax: (09258) 1 301094
E-mail: jane.grob@teledata. mz

Namibia

Capricorn Investment Holdings
Limited

(formerly Bank Windhoek Holdings
Limited)

J C Brandt (chairman)

J J Swanepoel (managing director)
Bank Windhoek Building

262 Independence Avenue
Windhosk
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Postal address; P O Box 15,
Windhoek, Namibia

Tefephone: (0926461) 298-1228
Telefax: (0926461) 299-1309

E-mail:
vonludwigerh@bankwindhoek.com.na

South Africa

MEEG Bank Limited

Reg No 1976/0060115/06

5th Floor, Absa Building

cnr Oxford and Gladstone Streets
85 Oxford Street

East London

Eastern Cape, 5201

W L Nkuhlu (chairman)

E G Kaltenbriinn* (managing director}
Postal address. P O Box 428,
East London, 5200

Telephone: (043) 742-4949
Telefax: (043) 742-4955

£-mail: emilk @meegbank.co.za

FINANCIAL SERVICES
AND INSURANCE

Absa Financial Services Limited and
its major subsidiaries

Absa Financial Services Limited
Reg No 1969/009007/06

£ R Bosman* (chairman)

C Erasmus” (managing director)
Absa Towers East

170 Main Street, Johannesburg, 2001
Postal address: P O Box 7735,
Johannesburg, 2000

Telephone: (011) 3504227
Telefax: (011) 350-3946

E-mail: charlese@absa.co.za

Absa Consultants and Actuaries
({Proprietary) Limited

Reg No 1861/001434/07

C Erasmus” (chairman)

M J Grobler* (managing director)

21 Kruis Street, Johannesburg, 2001

Postal address: P O Box 928,
Johannesburg, 2000
Telephone: (011) 330-2224
Telefax: (011) 331-5264
E-mail: jgrobler@absa.co.za

Absa Health Care Consultants
(Proprietary) Limited

Reg No 1983/008344/07

C Erasmus* {chairman)

L J Botha* {managing director)
Absa Building, 2nd Floor

1263 Heuwe! Avenue
Centurion, Pretoria, 0157
Postal address: P O Box 10285,
Centurion, 0046

Telephone. (012) 663-4159
Telefax: (012) 663-8673

E-mail: Jouisjp@absa.co.za

Absa Fund Managers Limited
Reg No 1981/000881/06

C Erasmus* (chairman)

A 8 Swart® (managing director)
65 Empire Road, Parktown, 2192
Postal address: P O Box 6115,
Johannesburg, 2000

Telephone: (011) 480-5000
Tefefax: (011) 480-5440

E-mail: gitam@absa.co.za

Absa Brokers (Proprietary) Limited
Reg No 1870/002732/07

C Erasmus* (chairman)

P J Reyneke* (managing director)

Life broking

267 Kent Avenue, Randburg, 2194
Postal address: P O Box 3540,
Randburg, 2125

Telephone: (011) 289-0600
Telefax: (011) 289-0740

E-mail: jreyneke@absa-ib.co.za

Short-term broking
267 Kent Avenue, Randburg, 2194

Postal address: P O Box 3992,
Randbusg, 2125

Telephone: (011) 289-0600
Telefax: (011) 289-0740
E-mail: jreyneke@absa-ib.co.za

Absa Insurance Company Limited
Reg No 1992/001737/06

C Erasmus* (chairman)

C F de Jager* (managing director)
21 Kruis Street, Johannesburg, 2001
Postal address: P O Box 421,
Johannesburg, 2000

Telephone: (011) 330-2111

Tefefax: (011) 331-7414

E-mail: coenraad@absa.co.za

Absa Life Limited

Reg No 1992/001738/06

C Erasmus* (chairman)

W T Lategan* (managing director}
21 Kruis Street, Johannesburg, 2001
Postal address: P O Box 421,
Johannesburg, 2060

Telephone: (011} 330-2265

Telefax: (011) 331-1312

E-mail: williel@absa.co.za

Absa Trust Limited

Reg No 1915/004665/06

C Erasmus* {chairman}

A S Swart" (managing director)
65 Empire Road, Parktown, 2193
Postal address: P O Box 223,
Auckland Park, 2006

Telephone: (011) 480-5000
Telefax: (011) 480-5193

E-mail: willeg@absa.co.za

Absa Investment Management
Services (Proprietary) Limited
Reg No 1980/002425/07

C Erasmus* (chairman)

C M Harris* {managing director)
1 Woodmead Drive, Block 6
Woodmead Estate, 2128
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Postal address: P O Box 974,
Johannesburg, 2000
Telephane: (011) 259-0111
Telefax: (011) 259-0051/2
E-mail: aims@absa.co.za

Stonehage Financial Services
Holdings Limited

Reg No 68206

C L van Wyk (chairman)

G G Ciucci (managing executive)

Registered office

Sir Walter Raleigh House

48/50 The Esplanade

St Helier, Jersey, JE1 4HH
Channel !slands

Postal address: P O Box 639,
St Helier, Jersey

JE1 4HH, Channel Isiands
Telephone: (09441534) 823-000
Telefax: (09441534) 823-001
E-mail: ian.crosby@stonehage.com

TAS Trust (Jersey) Limited
Reg No 46604
| C Crosby {managing director)

Registered office

Sir Walter Raleigh House

48/50 The Esplanade

St Helier, Jersey, JE1 4HH
Channel istands

Postal address: P O Box 639,
St Helier, Jersey

JE1 4HH, Channel Islands
Telephone: (09441534) 823-000
Telefax: (09441534) 823-001
E-mail: ian.crosby@stonehage.com

PROPERTY
DEVELOPMENT

Absa Development Company
Holdings (Proprietary) Limited
Reg No 1968/001326/07

J P van der Merwe* (chairman)

G C Dry* (acting managing director)
Block E, Flora Park Office Park

Cnr Ontdekkers and Conrad Roads
Florida, 1710

Postal address: P O Box 1132,
Johannesburg, 2000
Telgphone: (011) 671-7300
Telefax: (011) 350-4769
E-mail: gertd@absa.co.za

Real Estate Asset Management
(REAM)

Block E, Flora Park Office Park
Cnr Ontdekkers and Conrad Roads
Florida, 1710

Postal address: P O Box 1132,
Johannesburg, 2000

Telephone: (011) 671-7300
Telefax: (011) 350-4768

E-mail: gertd@absa.co.za

PROVINCIAL BOARDS

Eastern and Southern Cape
J A C Mcintosh (chairman}

D D Tabata (vice-chairman)
A A da Costa

B P Erasmus

J Schewitz

Free State

R G Burls {chairman)}

W F Relling (vice-chairman)
N Bagarette

M Makhubalo

M B Molemela

O A Themba

Gauteng

L | Weil (chairman)

P J Muller (vice-chairman)
H P Africa

A Mokadi

Y A Moti

J J Sauer

Gauteng North

0 J de Villiers (chairman}
S Adendorif

N R Mistry

C Smith

S Vil-Nkomo

KwaZulu-Natal

N A Gasa (chairman)
W D Howie

K Makan

O Myeni

N T Oosthuizen

S J Sibeko

Mpumalanga

N M Phosa (chairman)
J Shill {vice-chairman}
J J Claassen

J J Maritz

H van der Merwe

Northern Cape

P Crouse (chairman})
J S Marais

N A Mazibuko

R E Modise

C P van den Heever
M S Wookey

Limpopo

S N Mahomed (chairman)
| | Bower (vice-chairman)
L R Phathela

T F Pretorius

H Ramaphosa

P G A Vorster

North West

I Klynsmith (chairman)

M Kropman (vice-chairman)
J P du Preez

R K Mokitime

T A Ratefane

S Roopa

G van der Merwe

Western Cape

P E | Swartz (chairman)
Z Combi

C du Toit

A Floris

M Isaacs

P Krawitz

G Mallinick

S Young
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LETTER FROM THE CHAIRMAN

Letter from the chairman

ABSA GROUP LIMITED

{Reg No 1986/003934/06}
Registered office
Absa Towers East
170 Main Street
Johannesburg
2001

25 June 2004

Dear Shareholder
ABSA GROUP LIMITED ANNUAL GENERAL MEETING

On behalf of the board of directors of Absa Greup Limited, | have pleasure in extending an invitation to you to attend the annual
general mesting, which will be held on Friday, 20 August 2004, at 11:45 in the P W Sceales Auditorium, Absa Towers, 160 Main
Strest, Johannesburg. If you are unable to attend, please arrange to vote by proxy in accordance with the instructions on the
proxy form.

The board recognises the importance of its shareholders’ presence at the annual general meeting. This is an opportunity for
shareholders o participate in discussion relating to items included in the notice of meeting. In addition, the chairmen of board-
appointed committees as welt as senior members of management will be present to respond to questions from shareholders.

The notice of meeting, which is set out on pages 136 to 138 of the annual report, is accompanied by explanatory notes setting
out the effects of all proposed resolutions included in the notice.

1 look forward to your presence at the meeting.

Yours faithfully

D C Cronjé
Chairman

135 / g ABSA




ABSA GROUP ANNUAL REPORT 2004/SHAREHOLDER AND ADMINISTRATIVE INFORMATION/

NOTICE OF MEETING

Notice of meeting

ABSA GROUP LIMITED
({Incorporated in the Republic of South Africa)
Registration number 1986/003934/08

{the Company)

JSE share cade: ASA

Issuer code: AMAGB

{SIN Na.: ZAE0D0013389

Notice is hereby given that the eighteenth annual generat
meeting of shareholders will be held in the P W Sceales
Auditorium, Absa Towers, 160 Main Street, Johannesburg, on
Friday, 20 August 2004, at 11:45.

AGENDA

1. To consider the Group and Company financiat statements
for the year ended 31 March 2004.

[

, To sanction the proposed remuneration payable to non-
executive directors from 1 October 2004, as set ot in the
table contained in the explanatory notes 1o the resofutions

for the annual general meeting.

w

. To re-elect the following directors, who retire by rotation,
but being efigible, offer themselves for re-efection: Messrs
D C Brink, 8 P Connellan, A § du Plessis, G Griffin,
P du P Kruger and T M G Sexwale.

4. To confrm the appointments of Dr [ van Zyl and
Dr S F Booysen as directors of the Company.

o

. To considet, and if deemed fit, to pass, with or without
modification, the following as an ordinary resolution in
order to provide the directors with flexibility to issue the
unissued ardinary shares as and when suitable situations
arise.

“Resolved that the authorised but unissued ordinary shares
of the Company {other than those specifically identified
and authorised for issue in terms of any other authority by
shareholders) are hereby placed under the control of the
directars, who be and are hereby autharised, subject to any
applicable legisiation and the Listings Requirements from
time to time of the JSE Securities Exchange South Africa
{JSE} and any other stack exchange upon which ordinary
shares in the capital of the Company may be quotad or
fisted from time to time, to allot and issue those ordinary
shares on any such ferms and conditions as they deem

fit, subject to the proviso that the aggregate number of
ordinary shares able to be alictied and issued in terms of
this resolution. shall be limited to 5% (five per cent) of the
number of ordinary shares in issue at 31 March 2004."

., To consider and, it deemed fit, to pass, with or without

modification, the following as an ordinary resolution, in
arder to provide the directars with flexibility to issue the
unissuad ordinary shares for cash as and when suitable

situations arise:

“Resolved that the directors be authorised, untif this
authority lapses at the next annual gensral masting of
the Company, provided that the authority shall not extend
beyond 15 (fifteen) months of the approval, to afot and
issue any autharised but unissued ordinary shares (other
than those specifically identified and authorised for issue
in terms of any other authority by shareholders) for cash,
subject to the Listings Requirements of the JSE Securities
Exchange South Africa (JSE), and subject to the proviso
that the aggregate number of ordinary shares able to be
afiotted and issued in terms of this resoiution, shall be
fimited to 5% (five per cent) of the number of ordinary
shares in issue at 31 March 2004."

ltis recarded that the Listings Requirements of the JSE as
referred to in the above resolution require that;

(a) the equity instruments which are the subject of the
issue for cash must be of & class already in issue,
ar where this is not the case, must be limited to such
securities or rights that are convertible into a class

already in issue;

(b} the allotment and issue of the ordinary shares must
be made to persans guaiifying as public sharehalders
and not {o related parties as defined in the Listings

Reguirements of the SE;

{c) the number of ordinary shares issued for cash shalt
not in the aggregate in any one financial year axceed
15% (fifteen per cent) of the Company's issued
ordinary share capital, taking into account the effect of
share options that can be exercised during the period
of this general authority;

(d) the maximum discount at which ordinary shares
may be issued is 10% (ten per cent) of the weighted
average traded price on the JSE of those shares
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measured over the 30 (thirty) business days prior to
the date that the price of the issue is determined or
agreed by the directors of the Company:

(e) after the Company has issued ordinary shares for
cash which rapresent, on a cumutative basis within a
financial year, 5% (five per cent) or more of the number
of ordinary shares in issue prior to that issue, the
Company shall publish an announcement containing
full details of the issue, including:
© the number of securities issued;

o the average discount to the weighted average
traded price of the equity securities over the
30 (thirty) days prior to the date that the price of
the issue was determined;

o the effect of the issue on net asset value per share,
net tangible asset value per share, earnings per
share and headline earnings per share.

A 75% (seventy-five per cent) majority of the votes cast in
favour by shareholders present or represented by proxy
at this meeting is required for this general issue for cash
resolution to become effective as the resolution entails the
waiver of pre-emptive rights.

. To consider and, if deemed fit, to pass, with or without
modification, the following resolution as a special
resolution in order to provide the directors with flexibility to
repurchase shares as and when suitable situations arise.

“Resolved that, the Company or any subsidiary of
the Company, may, subject to the Companies Act, the
Company's articles of association and the Listings
Requirements from time to time of the JSE Securities
Exchange South Africa (JSE) and any other stock
exchange upon which the securities in the capital of
the Company may be quoted or listed from time to time,
repurchase securities issued by the Company, provided
that this authority shall be valid anly until the next annual
general meeting of the Company or for 15 (fifteen) months
from the date of the resolution, whichever is the shorter,
and may be varied by special resolution by any general
meeting of the Company at any time prior to the next
annual general meeting.”

Pursuant to the above, the following additional information,
required in terms of the Listings Requirements of the JSE,
is submitted.

It is recorded that the Company may only make a general
repurchase of securities if:

(@) the repurchase of securities is effected through the
order book operated by the JSE trading system and is
done without any prior understanding or arrangement
between the Company and the counterparty;

(b) the Company is authcrised thereto by its articles of

assaciation:

{c) the Company is authorised thereto by its shareholders
in terms of a special resclution of the Company in
general meeting, which authorisation shall be valid
only until the next annual general meeting or for
15 {fifteen) months from the date of the resolution,
whichever period is the shorter;

=

repurchases may not be made at a price greater than
10% (ten per cent) above the weighted average of the
market value for the securities for the 5 (five) business
days immediately preceding the date of repurchase;

{e) at any point in time, the Company may only appoint
one agent to effect any repurchases on the Company’s
behalf;

(f) the Company may only undertake repurchases if,
after such repurchase, the Company still complies
with shareholder spread requirements in terms of the
Listings Requirements of the JSE;

(g) the Company or its subsidiaries may not repurchase
securities during a prohibited period defined in terms
of the Listings Requirements of the JSE;

{h) a paid press announcement containing full detaits
of such repurchases is published as soon as the
Company has repurchased securities constituting, on
a cumulative basis, 3% (three per cent) of the number
of securities in issue prior to the repurchases and
for each 3% (three per cent), on a cumulative basis,
thereafter; and

{i} the general repurchase is limited to a maximum of 20%
(twenty per cent) of the Company's issued share capital
of that class in any one financial year.

The directors of the Company undertake that, for a period
of 12 (twelve) months following the date of the annual
general meeting or for the period of the general authority,
whichever is the longer, they wilt not undertake such

repurchases unless:
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— the Company and the Group would be able to repay its
debts in the ordinary course of business;

— the assets of the Company and the Group, fairly valued
in accordance with Generally Accepted Accounting
Practice and the Cormpany’s accounting poficies, would
be in excess of the liabilities of the Company and the
Group for the next year;

— the Company and the Group will have adequate capital
and reserves for ordinary business purposes for the
next year; and

—the working capital of the Company and the Group

will be adequate for the next year's ardinary business
purposes.

In terms of the Listings Requirements of the JSE, the
maximum number of shares that can be repurchased
amounts to 130 211 014 ordinary shares (20% (twenty
per cent) of the 851 055 074 ordinary shares currently
in issue). This auhority shall only be valid from the date
of this annual general meeting until the following annual
general meeting.

The reason for passing of the special resolution is to
enable the Company or any of its subsidiaries, by way
of a general authority from shareholders, to repurchase
securities issued by the Company. The effect of the
special resolution, once registered, will be to permit the
Company or any of its subsidiaries to repurchase such
securities in terms of the Companies Act. This authority
will only be used if circumstances are appropriate.

For the purposes of considering the special resolution

and in compliance with paragraph 11.26 of the Listings

Requirements of the JSE, the information listed below

has been included in the annual report, in which this

notice of annual general meeting is included, at the places

indicated:

© Directors - refer to pages 28 to 32 of this report;

© Major shareholders — refer to page 128 of this report;

©  No material changes in the financial or trading position
of the Company and its subsidiaries have occurred
since 31 March 2004;

O Directors’ interests in securities — refer to page 37 of
this report; )

© Share capital of the Company refer to page 80 of this
report;

© The directors, whose names are set out on pages 28
to 32 of this report, callectively and individually accept
full responsibility for the accuracy of the information
contained in this special resclution and certify that,
to the best of their knowledge and belief there are
no other facts, the omission of which would make
any statement false or misleading and that they have
made all reasonable enquiries in this regard; and

© There are no legal or arbitration proceedings {(including
any such proceedings that are pending or threatened
of which the Company is aware), which may have or
have had a material effect on Absa’s financial pasition
over the last 12 months,

Proxy and voting procedure

Members who have not dematerialised their shares or
who have dematerialised their shares with "own name”
registration are entitled to attend or vote at the meeting and
are entitled to appoint a proxy to attend, speak and vote in
their stead. The person so appointed need not be a member
of the Campany.

If certificated members or dematerialised members with
“own name" registration are unable to attend the Annual Gen-
eral Meeting but wish to be represented thereat they must

complete the attached proxy form,

In order to be effective, proxy forms should be delivered or
posted to the transfer secretaries, Computershare Investor
Services 2004 (Pty) Ltd, 70 Marshall Street, Johannesburg,
2001 (P O Box 61051, Marshalltown 2107) so as to reach this
address not later than 11:45 on Wednesday, 18 August 2004,

Members who have dematerialised their shares, other than
those members who have dematerialised their shares with
“own name” registration, should contact their central securities
depositary participant (CSDP) or stockbroker:

O to furnish their CSDP or stockbroker with their voting
instruction; and

© inthe event that they wish to attend the meeting, to obtain
the necessary authority to do so.

By order of the board

W R Somerville

Group secretary

Johannesburg
25 June 2004
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Appendix to the notice

of meeting

IMPORTANT NOTES ABOUT THE
ANNUAL GENERAL MEETING (AGWM)

Date: Friday, 20 August 2004, at 11:45

Venue: P W Sceales Auditorium, Absa Towers, 160 Main
Street, Johannesburg.

Time: The AGM will start promptly at 11:45. Shareholders
wishing to atiend are advised to be in the auditorium no tater
than 11:30. Reception staff at the Absa Towers complex will
direct shareholders to the AGM venue. Refreshments will be
served after the AGM.

Adrmission: Shareholders, representatives of shareholders
and proxies attending the AGM are requested to register at
the registration desk in the auditorium reception area at the
venue. Shareholders, representatives of shareholders and
proxies may be required to provide proof of identity.

Security: Secure parking is provided at the venue by prior
arrangement. Attendees are asked not to bring cameras,
laptop .computers or tape recorders. Cellular telephones
should be switched off for the duration of the proceedings.

1.

OTHER IMPORTANT NOTES

General

Shareholders wishing to attend the annual general
meeting have to ensure beforehand with the transfer
secretaries of the Company that their shares are in
fact registered in their name. Should this not be the
case and the shares be registered in any other name
or in the name of a nominee company, it is incumbent
on shareholders attending the meeting to make the
necessary arrangements with that party to be able to
attend and vote in their personal capacity. The proxy form
contains detailed instructions in this regard.

Certificated members

If you are the registered holder of certificated Absa
ordinary shares or hold dematerialised Absa ordinary
shares in your own name and you are unable to attend
the AGM and wish to be represented at the AGM, you
should complete and return the attached form of proxy in
accordance with the instructions contained therein so as
to be received by the transfer secretaries, Comptershare
Investor Services 2004 (Pty) Ltd, 70 Marshall Street,
Johannesburg, 2001 (P O Box 61051, Marshalltown,
2107} by no fater than 11:45 on Wednesday, 18 August
2004.

Uncertificated shareholders

f you are the holder of dematerialised Absa ordinary
shares, other than holders of dematerialised Absa
ordinary shares in your own name, you must fimeously
provide your Central Securities Depositary Participant
(CSDP) or stockbroker with your voting instructions for
the AGM in terms of the custody agreement entered into
with your CSDP or stackbroker. If however, you wish to
attend the AGM in person, then you will need to request
your CSDP or stockbroker timeously to provide you with
the necessary authority to attend and vote your shares.

Proxies

Shareholders must ensure that their proxy forms reach
the transfer secretaries as indicated in note 3 on page
141 not tater than 11:45 on 18 August 2004,

Enquiries
Any shareholders having difficulties or queries with

regard to the AGM or the above may contact the Group
secretary, William Somerville, on (+27 11) 350-4828.
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Explanatory notes regarding the
annual general meeting

EXPLANATORY NOTES TO RESOLUTIONS
FOR THE ANNUAL GENERAL MEETING

Consideration of the Group and Company financial
statements for the year ended 31 March 2004.

The directors must present to members at the annual general
meeting the annual financial statements of the Group and
Company incorporating the report of the directors, for the
year ended 31 March 2004, together with the report of the
auditars contained in this annual report.

Sanction of proposed remuneration payable to non-
executive directors from 1 October 2004

Shareholders are requested to consider and, if deemed
appropriate, sanction the proposed remuneration payable to
non-executive directors with effect from 1 Qctober 2004, as
set out below. Full particulars of all fees and remuneration
for the past financial year as well as the process followed by
the Group Remuneration Committee in recommending board
fees and remuneration are contained on pages 20 to 27 of
the annual report.

Proposed annual remuneration
payable with effect from

Category Current annual remuneration 1 October 2004 Note

Chairman R1 900 000 R2 300 000 1)

Board member R90 000 R104 000 2)
and (3)

Group Audit and Compliance R70 000 R81 000 4)

Committee (GACC) member

Group Risk Committee (GRC) R50 000 R58 000 {5)

member

Group Remuneration R42 000 R48 Q00 (6}

Committee

{Rem Com) member

Directors’ Affairs Committee R24 000 R36 000

{DAC) member

Board Lending
Committee member

“Pool” of R180 000 per annum
payable to Board Lending
Committee members pro rata

to the number of facilities reviewed.

"Poof” of R207 000 per annum
payable to Board Lending
Committee members pro rata to
the number of facilities reviewed.

Category

Current remuneration

Proposed remurnieration
payable with effect from
1 October 2004

Ad hoc board fees:
- per meeting attended
—~ consuitancy wark

R8 600
R2Z 000 per hour

RS 006
R2 300 per hour

Notes
(1
(2]
(3

QN

member.
{4
{5,

In addition to this amount, the chairman receives fees as board chairman equal o twice the fee payable to a board member.
The deputy chairman receives fees equal to 1,5 times the fee payable to a board member.
Executive directors of Absa Group Limited receive fees, as members of the Absa Group Limited board, equal to the fees payable to a board

The GACC chairman receives fees equal to twice the fee payable to @ GACC member.
The GRC chairman receives fees equal to twice the fee payable to a GRC member.

(6) The Rem Com chairman receives fees equal to twice the fee payable to a Rem Com member.

(7,

are approved by the sharsholde;

of the respect;

disclosed annually in the directors’ remuneration report,

The fees payable to non-executive directors of Absa Group Limited in respect of subsidiary companies are not included above as these fees
i jic . Amownts received by Absa Group Limited directors from subsidiaries are
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Re-election of retiring directors

In terms of the Company's articles of association, one
third of the directors is required to retire at each annual
general meeting. They may offer themselves for re-election.
Biographical details of the directors are set out on pages
28 to 32 of this annual report,

Confirmation of appointment of new directors

The appointment of any person as a director of the Company
during the year requires confirmation by shareholders at
the first annual general meeting of the Company after the
appointment of such person as a director. Biographical details
of the directors are set out on page 28 of this annual report.

Placing of unissued ordinary shares under the control of
the directors and resolution for an issue for cash

In terms of sections 221 and 222 of the Companies Act, the
members of the Company have to approve the placement
of the unissued ordinary shares under the control of the
directors. A general authority to issue ordinary shares for
cash has also been granted to the directors.

These existing authorities granted by the members at
the previous annual general meeting on 22 August 2003
expire at the forthcoming annual general meeting, unless
renewed. The authorities will be subject to the Companies
Act, the Banks Act and the Listings Requirements of the JSE
Securities Exchange South Africa (JSE) as amended from

time to time.

The directors consider it advantageous to renew these
authorities to enable the Company to take advantage of any
business opportunity that may arise in future. It also has to be
noted that, in terms of the Listings Requirements of the JSE,
the resolution in respect of an issue of shares for cash (item
6 of the notice of annual general meeting) has to be passed
by a 75% (seventy-five per cent) majority of members present
or represented by proxy and entitled to vote at the annual
general meeting.

Repurchase by the Company or any subsidiary of the
Company of securities issued by the Company (Special
Resolution}

The Company's articles of association contain a provision
allowing the Company or any subsidiary of the Company to
repurchase securities issued by the Company. This is subject
to the approval of the members in terms of the Company's
articles of association, the Companies Act, the Banks Act
and the Listings Requirements of the JSE. The existing
general authority, granted by the members at the previous

annual general meeting on 22 August 2003, is due 1o expire,
unless renewed.

The directers are of the opinion that it would be in the best
interests of the Company to extend such general authority and
thereby allow the Company or any subsidiary of the Company
to be in a position to repurchase the securities issued by the
Company through the order book of the JSE should the market
conditions and price justify such an action.

The proposed authority would enable the Company or any
subsidiary of the Company to purchase up to a maximum
of 130 211 014 ordinary securities in the capital of the
Company (20% (twenty per cent) of the issued share capital)
with a stated upper limit on the price payable, which reflects
the Listings Requirements of the JSE. Repurchases will be
made only after the most careful consideration, where the
directors believe that an increase in earnings or net assets
per share will result and where repurchases are, in the opinion
of the directors, in the best interests of the Company and its
members.

EXPLANATORY NOTES REGARDING
PROXIES

1. If two or more proxies attend the meeting, then the person
attending the meeting whose name appears first on
the proxy form and whose name is not deleted shall be
regarded as the validly appointed proxy.

N

. The authority of a person signing a proxy in a representative
capacity must be attached to the proxy form unless the
authority has already been recorded by the Company.

w

. In order to be effective, proxy forms must be delivered or
posted to the transfer secretaries, Computershare Investor
Services 2004 (Proprietary) Limited, 70 Marshall Street,
Johannesburg, 2001 (P C Box 61051, Marshalliown
2107), so as to reach this address no later than 11.45 on
Wednesday, 18 August 2004.

4. The delivery of a duly completed proxy form shall
not preclude any member or histher duly authorised
representative from attending the meeting and speaking
and voting thereat instead of the proxy.

o

. Dematerialised shareholders who wish to attend the
annual general meeting must contact their Central
Securities Depository Participant (CSDP) or broker, who
will furnish them with the necessary authority to attend the
annual general meeting. Alternatively, they must instruct
their CSDP or broker as to how they wish to vote in this
regard. This has to be done in terms of the agreement
entered into between such shareholders and their CSDP
or broker.
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Contact information

CUSTOMER SUPPORT

Although the Absa Group aims to maintain a high standard of customer service, disputes may arise. If one does, the matter can
be raised with our customer relationship team by any of the following means:

Customer relationship hotling: 0800 414 141
Telephone: (011) 350-4947

E-mail: actiononline@absa.co.za

Postal address: P O Box 7735, Johannesburg, 2000

However, we encourage customers to first approach the specific branch, area or line manager if a dispute arises.

REPORTING FRAUD OR CORRUPTION

Absa has established a telephone line to facilitate reporting possible fraud and corrugtion in the Absa Group of companies. The
line is available 24 hours a day, seven days a week. The Group's staff and the general public may use it.

Calls may be made anonymously. They will not be recorded and no attempt will be made to determine the number from which
the caller is calling.

The number is: 0860 557 557

SHAREHOLDER CONTACT INFORMATION

Shareholder and investment inquiries about the Absa Group should be directed to either of the following areas:

Absa Group Investor Relations Absa Group Secretariat
Telephone: (+27 11) 350-4061 Telephone: (+27 11) 350-4828
Telefax: (+27 11) 350-6487 Telefax: (+27 11) 350-4928
E-mail: willier@absa.co.za E-mail: williams@absa.co.za

Postal address. P O Box 7735, Johannesburg, 2000
Design and production by Absa Group Finance, Absa Group Investor Relations, Absa Group Secretariat and Bastion Graphics.

'n Afrikaanse weergawe van die verkorte jaarverstag is ook by the oordragsekretaris beskikbaar.
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Form of proxy

ANNUAL GENERAL MEETING

ABSA GROUP LIMITED

Registration number: 1986/003934/06
JSE share code: ASA

Issuer code: AMAGB

ISIN: ZAEOQ0013389

(the Company)

TO BE COMPLETED BY CERTIFICATED SHAREHOLDERS AND DEMATERIALISED SHAREHOLDERS WITH “OWN NAME"
REGISTRATION ONLY

I/We
(name(s) in block letters)

of
(address in block letters)
being (a) member(s) of the Company, entitled to vote and holding, ordinary shares do hereby appoint

or, failing him/her,

or, failing him/her, the chairman of the annual general meeting as myfour proxy 1o attend and speak and vote for mefus and on
my/our behalf at the annual general meeting of members of the Company to be held in the PW Sceales Auditorium, Absa Towers,
160 Main Street, Johannesburg on Friday, 20 August 2004 at 11:45 and at any adjournment thereof, as foilows:

In favour of*| Against* Abstain”

1. Resolution to consider the Group and Company annual financial statements.

2. Resolution to sanction the proposed remuneration of the non-executive
directors, payable from 1 October 2004.
Resolution to re-elect retiring directors:

Mr D C Brink

Mr B P Connellan

Mr A S du Plessis

Mr G Griffin

Mr P du P Kruger

Mr T M G Sexwale

Resolution to confirm the appointment of Dr J van Zyl as a director.

w

»

o

Resolution to confirm the appaintment of Dr S F Booysen as a directar.

[~

. Resolution regarding the placing of the unissued shares under the control of
the directors.

~

Resolution regarding an issue of ordinary shares for cash.

o

. Special resolution regarding the authority for a general repurchase of securities.

* Please indicate with an “X” in the appropriate spaces provided above how you wish your vote to be cast. ff no indication is given, the proxy may
vote or abstain as helshe thinks fit.

A member of the Company entitled to attend and vote at the abovementioned meeting is entitled to appoint a proxy or proxies to
attend, speak and vote in his/her stead. A proxy need not be a member of the Company.

Signed at on 2004

Full name(s)
(in block letters)

Signature(s)

Assisted by (guardian) Date 2004

If signing in a representative capacity, see note 4 on page 144.
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NOTES

If two or more proxies attend the annual general meeting,
then that person attending the annual general meseting
whose name appears first on the proxy form and whose
name is not deleted shall be regarded as the validly
appointed proxy.

The chairman of the annual general meeting may reject
or accept a form of proxy which is completed and/or
received other than in accordance with these notes.

Any alteration to this proxy form, other than a deletion of
alternatives, must be initialed by the signatories

Dacumentary evidence establishing the authority of a
person signing this proxy form in a representative or
other legal capacity must be attached to this form of
proxy unless previously recorded by the Company or the
transfer secretaries or waived by the chairman of the
annual general meeting.

A minor must be assisted by his/her parent or guardian
unless the relevant documents estabiishing histher legal
capacity are produced or have been registered by the
transfer secretaries.

In order to be effective, proxy forms must be delivered or
posted to the transfer secretaries, Computershare Investor
Services 2004 (Proprietary) Limited, 70 Marshall Street,
Johannesburg, 2001 (P O Box 61051, Marshalltown,
2107), so as to reach this address not later than 11:45 on
Wednesday, 18 August 2004.

7. The delivery of a duly completed proxy form shall

not preclude any member or his/her duly authorised
representative frormn attending the annual general meeting
and speaking and voting thereat instead of the proxy.

Where there are joint holders of shares:
8.1 any one holder may sign the form of proxy; and

8.2 the vote of the senior shareholder (for that purpose
seniority will be determined by the order in which the
names of the shareholders appear in the Company's
register) who tenders a vote (whether in person or by
proxy) will be accepted to the exclusion of the vote(s)
of the other joint shareholders.

9. Shareholders holding dematerialised shares who wish to

attend the annual general meeting must contact their central
securities depositary participant (CSDP) or stockbroker,
who will furnish them with the necessary authority to
attend the annual general meeting. Afternatively, such
shareholders must instruct their CSDP or stockbroker
as to how they wish to vote in this regard. This has to be
done in terms of the agreement entered into between such
shareholders and their CSDP or stockbroker.
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